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Engineered for Power Station Needs 


EXIDES are always ready for in- 
stant action. They are engineered 
to meet the varying battery require- 
ments of power station operations. 
Exide makes several types of stor- 
age batteries. These batteries, 
through proved performance for 
over 50 vears in central station 
work, have earned the confidence 
of utility. engineers everywhere. 
When you buy an Exide you are 


buving the utmost of storage bat- 


tery dependability, long-life and 
ease of maintenance. 

Whatever your storage — battery 
problems may be Exide engineers 
will be glad to help you work 


them out. 


Exide 


BATTERIES 





THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 


Fxide Batteries of Canada, Limited, Toront 
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TODAY PEOPLE WANT THE FINEST 


— 


Certified by A. G. A. 
Testing Laboratory. 
Sizes 44" up. Descrip- 
tive folders supplied 
free for your trade. 
Write for Catalog and 
Prices on Barber Con- 
version and Appliance 
Burners, and Regula- 
tors. 


IN PRESSURE REGULATORS 


T is no longer true that gas consumers will be satisfied with 

just any pressure regulator. Permanent accuracy of oper- 
ation is demanded. Gas company officials know this, and are 
insisting on pressure regulators which conform to modern 
standards of design and efficiency. 


Adherence to highest quality materials and fine craftsman- 
ship, as well as constant improvements, have kept Barber 
Regulators a favorite with the trade. We turn out a precision 
device, not an ordinary commercial quality product. Barber 
Regulators will give long service and always respond to a 
minute pressure drop. You can recommend them to your cus- 
tomers with full confidence. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 





Barber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 


REGULATORS 
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1926 HIGH 
9.6 
BILLION — 
” KW-HRS 


which dropped 31 billion 


N all-time high of 4500 modern 
streetcars and trolley coaches have 
been purchased in the past 18 months. 
According to the transit industry’s 
present plans, 12,000 additional elec- 
tric vehicles will be purchased within 
the next few years—and that’s only 
the beginning. The ultimate load- 
building possibilities of the new transit 
industry are tremendous! 

In an average city of 200,000 popu- . 
lation, one transit company could 
profitably operate 150 trolley coaches 
—a 27 million annual kw-hr load. A 
large city of one million people could 
economically use 950 trolley coaches 
and 300 modern streetcars—or 236.5 
million kw-hrs annually. 


OF KW-HRS PER YEAR 


BILLIONS 


FOR TOMC 


THAT YOU CAN START BUILDING TODAY 


Here’s an opportunity to rebuild the transit power load, 





kw-hrs from 1926 to 1941. 


Here’s why utility men are actively 
interested in the new transit load: Its 
potential size may be greater than that 
of any other single industrial or com- 
mercial activity. An annual load factor 
as high as 53 per cent adds to its attrac- 
tiveness. Its peaks do not coincide 
generally with system peaks, as shown 
on the typical curves. below. 

While civic improvements and 
transit modernization plans are snow- 
balling in almost every city, why not 
investigate the possibility of modern 
electrics for your community? By 
actively promoting their application 
now, you can start building a new, 
bigger load for tomorrow. Apparatus 
Dept., General Electric Company, 
Schenectady 5, N. Y. 
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LY OF the City, a new More 


Power to America sound, color movie, presents 
the city traffic problem in a new light. You'll 
like it. It promotes electric transit and in- 
creased power consumption. 

If you haven’t yet seen it, ask your G-E 
representative to arrange for a showing. 
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, | ‘ne still New Year of 1947 is what 
is known in legislative and political 


circles as a “biennial year.” That is to 
say, it is one of those years in which 44 
out of 48 state legislatures meet in regu- 
lar session. Virginia, which is one of 
the 4 states usually holding its session 
during the “off year” (that is, even num- 
bered years), is having a special session 
in 1947 as well. So that makes a total of 
45 state sessions. There may be more, 
before the year is out, if any of the gov- 
ernors feel the necessity for issuing calls 
for special sessions. 


WE plan to follow the proceedings in 
the respective state capitals as closely as 
we can from the special standpoint of 
possible legislation of interest to public 
utility companies. In an effort to “pre- 
view” as it were the general type of legis- 
lation in this category, we publish in this 
issue an article by a member of our edi- 
torial staff, RaLpH S. CHILD, beginning 
on page 95. 





KENNETH C, LONG 
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the Editors 


Or course, we know from experience 
that certain bills will be introduced, 
simply because they always have been in- 
troduced, without getting anywhere. 
Florida and Texas bills, for example, 
which would set up full strength public 
utility commissions having general juris- 
diction over all types of utilities, will 
probably make their biennial appearance 
this year, and follow the usual pattern of 
past performance. 


B UT more important, in terms of pos- 

sible consequences to the public util- 
ity industries, are certain discernible 
trends peculiar to the atmosphere prevail- 
ing in this year of 1947. In this class will 
be numerous bills to restrict labor union 
abuses, and perhaps prohibit strikes in 
public utilities, Also in this class are 
plans now brewing in the state capitals 
to impose additional taxes, even while the 
Republicans in Washington are talking 
about reducing Federal taxes. 


WE are aware of this trend because it 
means history repeating itself. After 
World War I Federal taxes went down 
while state and local taxes went up. The 
National Municipal League recently re- 
ported that more than half of all Ameri- 
can cities already have increased real 
estate taxes. In any movement to raise 
local taxes, utilities always are handy tar- 
gets. Thus, state legislation along this 
line must be watched carefully. 

* * * * 


~ 


PEAKING of state and Federal labor 

laws, we also have in this issue an 
article on arbitration in utility disputes 
by an international representative of 
the AFL International Brotherhood of 
Electrical Workers. This is part of a 
series of articles on this subject which we 
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8 PAGES WITH THE EDITORS (Continued) 


have been publishing from the various in- 
terested viewpoints. This series, so far, 
has included two by state governors 
(Governor Edge of New Jersey and Gov- 
ernor Tuck of Virginia) and two by 
prominent national figures (Senator Ball 
of Minnesota and Donald R. Richberg, 
Washington attorney), whose voices are 
expected to be influential in the drafting 
of Federal legislation on the subject. In 
a forthcoming issue we expect to have the 
viewpoint of a prominent Federal admin- 
istrative official. 


Joseru C. McIntosu, author of the 
article on arbitration which begins on 
page 80, is a native of Alabama who first 
started to work in the electric utility busi- 
ness with the Alabama Power Company. 
He became professionally interested in 
IBEW activities in 1939 and was as- 
signed organizational work on _ utility 
properties, working out of that brother- 
hood’s Washington, D. C., headquarters. 
In 1942 and 1943 he was trade union fel- 
low at Harvard University under a pro- 
gram sponsored by the university in vari- 
ous communities. He is a member of the 
labor-management planning committee of 
the National Electrical Contractors As- 
sociation and the IBEW, and is now as- 
signed to utility organization work in the 
Richmond area. 


UR leading article in this issue is by 
O a distinguished public utility execu- 
tive who has attracted national attention 
by his aggressive promotion and devo- 
tion to American ideals in our traditional 
system of free private enterprise. KEN- 
NETH C. LonG, whose article entitled 
“The American Way of Life” opens this 
issue, has been president and general 
manager of the Dayton Power & Light 
Company since December 31, 1945. He 
succeeded Frank M. Tait, chairman of 
the board. Prior to that time, Mr. Lone 
had been vice president and associate 
general manager of the Dayton Com- 
pany. 

* 

NE of the primary objectives of the 
O uniform system of accounts, put 
into effect by the Federal Power Com- 
mission just about ten years ago, was the 
elimination of inflation in the accounts of 
electric utilities. The recent annual re- 
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JOSEPH C. MCINTOSH 


port of the FPC on this 10-year program 
showed that up to June 30, 1946, reclassi- 
fication and original cost studies of elec- 
tric plant had been filed by 302 com- 
panies, involving an adjustment of about 
12 per cent of claimed original cost in- 
vestment. 


IN this issue, an analysis of the effect 
which this FPC program has had on util- 
ity investors is made by our financial edi- 
tor, OWEN ELy, beginning page 85. Mr. 
Ety, whose informative comments and 
observations on developments in the field 
of utility finance have been a valuable de- 
partmental feature of this publication for 
a number of years, has given us an 
especially enlightening contribution on 
the results of the FPC’s “write-off” 


campaign. 
* * * 


_ the important decisions pre- 
printed from Public Utilities Re- 
ports in the back of this number, may 
be found the following: 


Whether or not §11(b)(2) of the 
Holding Company Act is in conflict with 
the commerce clause of the Federal Con- 
stitution is determined by the United 
States Supreme Court. (See page 33.) 


THE next number of this magazine will 
be out January 30th. 


—_ 
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Pilon-a-tecord saves you dollars 


worth of Filing Space 


Let the Film-a-record camera transfer 
your inactive records from a great 
many pieces of paper to a few compact 
rolls of microfilm. You’ll save space 
because Film-a-record replaces 3,000 
letter-sized documents with one roll of 
microfilm. You'll save money because 
Film-a-record eliminates 99% of the 
cost of storage space for inactive files. 
You'll save clerical time and effort be- 
cause all your inactive records can be 
stored in one or two film cabinets in 
the corner of one room. And, every 


instant reference in its full size on the 
Film-a-record Reader. 


Film-a-record is available for im- 
mediate delivery. You can buy it, lease 
it, or obtain a contract under which we 
will do your Film-a-recording for you. 


Write for our new booklet, “‘160 to 
1”. It’s free. Address: Film-a-record, 
Room 1663, Remington Rand Inc., 315 
Fourth Avenue, New York 10, N.Y. 


e 
micro-record is always cvailable for 
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There’s a CLEVELAND Model that will ex- 
actly fit your trenching job and deliver maxi- 
mum trench at minimum cost whether it's 
for: — WATER — OIL — GAS — TELEPHONE 
— SEWER — GASOLINE — POWER — 
DRAINAGE or FOUNDATIONS. 
CLEVELAND'S close intimate contact with 
the various types of trenching projects and 
an accumulated engineering and field expe- 
rience, covering over 20 years, can help you 
select the logical machine to most efficiently 
and economically meet your special job. 
Avail yourself of this experience — contact 





THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE ° CLEVELAND 17, OHIO 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 








—MOonTAIGNE 





“Satisfactory wage-price adjustment is the one obstacle 
confronting national prosperity.” 


* 


“I do not see how a fair appraisal of America today 
can justify any feeling that a material recession in America 
tomorrow is inevitable.” 


> 


“Rising prices are the gravest threat to business in the 
country today. If business knows what's good for it, it 
will keep increases to a minimum.” 


aa 


“The role of public works as a stabilizing factor must 
be critically reconsidered at a time when the business 
cycle has been so largely distorted by abnormal wartime 
influences.” 


* 


“In a free democracy, we permit liberty but not license, 
and when the liberties of the masses are invaded to the ex- 
tent of jeopardizing both economic and social prerogatives, 
the masses rebel and force readjustments to meet human 
desires.” 


- 


“! don’t find any complacency today in America. People 
all over the country are open-minded and willing to make 
the changes that will save the country. The great group of 
seeking sound answers to 


middle-ground people are 


present problems. 


” 


* 


“Democracy cannot afford to pay or does not need to 
pay the price of mediocrity. ... We cannot ignore the fact 
that at no time in the history of American education has 
teach heen so im- 


the spiritual influence of what we 


portant as it is today.” 


a 


“If American trade union leaders were more familiar 
with the economic history of the United States and under- 
stood better the forces behind the high American wage 
scale and our high living standard, they would not now be 
pressing for another increase in the hourly rate of wages.” 


12 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 





TH 








OF BILL ANALYSIS 


fig but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your rate and promotional 
programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 











Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 
Boston Chicago Detrolt Montreal Tereate 
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“The Brotherhood of Railway Trainmen, whose presi- 
dent is a staunch advocate of government ownership, was 
able to throttle the economy of the country in forty-eight 
hours.” 


¥ 


“The need for greater production and the curbing of 
unsatisfactory response of labor persists in every kind of 
economic and political structure under which mankind now 
is living.” 


> 


“In place of such notions as the world owing every man 
a living should be the thought that every man owes the 
world something for the blessing he has inherited from 
previous generations.” 


* 


“T am sure that we will all be more prosperous and happy 
when thrift and industry have their reward, laziness and 
dissipation their penalty, when the planning of the country 
is from the grass roots.” 


* 


“Much of our lives is regulated by law and has been so 
regulated for so many years. . . . We have become too 
legalistic in our approach to ordinary daily problems. Our 
standards are at stake.” 


* 


“Good labor relations start with fair dealings. Manage- 
ment must give evidence of good faith to keep workers 
from being suspicious of its motives in installing produc- 
tion and other improvements.” 


» 


“The new learning must undertake to deal with the 
essential nature and capacity of mind with the same 
patience and perseverance we have shown in dealing with 
the atom and with microbes.” 


> 


“Management-labor problems are essentially human 
problems. More is to be gained by the willing efforts of 
people working together than by any law of compulsion or 
restriction that can be enacted.” 


* 


“Public relations is concerned with sound policy and 
product in the public interest. The primary aim is to 
have the enterprise deserve public approval and acceptance 
—not to cover up something unacceptable.” 


. 


“If the automobile industry and the construction indus- 
try were prosperous, this country would be experiencing a 
business boom that could be of exceptional duration. As 
things are, both of them are far from being prosperous.” 
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Recent C-E Steam Generating 





COMBUSTION 


C-E PRODUCTS INCLUDE ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND) STOMERS; ALSO SUPERWEATERS, ECONOMIZERS AND AIR WEATERS 
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Units for Utilities... 





SHERMAN CREEK STATION 


CONSOLIDATED EDISON COMPANY OF NEW YORK, INC. 


The C-E Unit, shown at the left, is now in process of fabri- 
cation for the Sherman Creek Station of the Consolidated 
Edison Company of New York. 

This unit, which virtually duplicates its predecessor in- 
stalled in 1943, is designed for a capacity of 1,000,000 Ib of 
steam per hr, a pressure of 1800 psi and a temperature of 955 F. 

It is a pulverized coal fired unit using C-E Raymond Bowl 
Mills and Vertically-Adjustable Tangential Burners. The 
boiler is of the 3-drum type with finned-tube economizer in 
the last pass and includes a 2-stage superheater. The furnace 
is completely water cooled using plain tubes on close centers; 
the furnace bottom is the continuous draining slag type. A 
thermostatically controlled by-pass damper, in conjunction 
with vertically adjustable burners, assures constant super- 
heat temperature over a wide range of rating. Two Ljung- 


strom regenerative type air heaters follow the economizer. 
B-100A 


ENGINEERING 


200 MADISON AVENUE ° NEW YORK 16, N. Y¥. 
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PUBLIC UTILITIES 
REPORTS 


The national reporting service, 
containing authentic decisions 
\ of commissions and. courts , 
‘a 


\. dealing with the problems of 

Annval Subscription utility regulation. Five vol 

Price umes a year—$7.50_ each. 
$43.50 Annual Index—$6. 


P. U. R. 


PUBLICATIONS AND SERVICES 


Essential to those interested in the public utility 
industries, their regulation and allied topics. 


PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, analy- $15 

ses and explanations of day- Twenty-Six 
to-day developments. Issues @ Year 











P.U.R. 


Cumulative 


DIGEST 


The only complete and authorita- 
tive encyclopedia of Public Service 

$150 law and Regulation. A _ life-time 
With Current Digest,; kept up-to-date by annual 
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Service 


A Weekly Letter from the Na- 
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SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issued 
twice each month, 





$25 Quarterly 


FEDERAL UTILITY REGULATION ANNOTATED 
Current Services 





FPC 
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the administrative rulings of 
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under the Federal Power Act 
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sued once each month. 
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VOL. 1 (SEC) 


A complete annotation of the 
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Act, with the Commission's rules 
and regulations, full index and 
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Price: $1 2 


FEDERAL UTILITY REGULATION ANNOTATED 
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A complete annotation of the 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
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CRESCENT 


ENDURITE TYPE RH 
Gives Greater Current Carrying 
Capacity per Dollar of Installed Cost 


AN EXAMPLE - 
200 AMP. CIRCUIT 





250,000 CM 3/0 
Requires 2!/2" Conduit. Maximum permissible Requires 2" Conduit. Maximum permissible 
operating temperature 60° C. operating temperature 75° C. 
For 100 ft. run cost for wire and For 100 ft. run cost for wire and 
conduit—approximately conduit—approximately 


$159.00 $116.00 


Both figures are based on 330 feet of cable and 100 feet of galvanized steel conduit 
at PRESENT LIST PRICES. Saving shown—27%. 

The superior heat resistant characteristics of CRESCENT ENDURITE INSULA- 
TION with its higher permissible operating temperature and therefore greater cur- 
rent carrying capacity, permits the use of a smaller size of conductor, and in most 
cases smaller size of conduit at less cost than would be required for Type R Wire for 
the same load. 

For light loads requiring small sized conductors, Voltage Drop is the determining 
factor in choice of wire size. Usually in sizes No. 6 AWG and heavier for power cir- 
cuits or No. 1 AWG and heavier for lighting circuits, CRESCENT ENDURITE 
Type RH Wire & Cable gives the lowest installed cost-per-ampere of useful circuit 


= CRESCENT 


WIRE and CABLE 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 
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The Sangamo Lincoln Type 
WDL thermal demand meter provides, in a single 
unit, economical and convenient measurement of 
demand adjusted for power factor. This meter is 
made with a self contained transformer to pro- 
vide the angle of lag to meet your system re- 


quirements. 

Except for the special transformer, these meters 
are identical in construction to the standard San- 
gamo thermal watt demand meters. If system 
conditions change a new angle of lag can 
obtained by the simple replacement of the tr 
former. 

With a fixed angle of lag the meter automat- 
ically measures for each unit of KW a fixed pro- 
portion of RKVA, as determined from the relative 
cost of the two components for your system. By 
indicating a single quantity adjusted for power 
factor, this meter is ideally suited for use with a 
coordinated rate schedule utilizing the ‘Billing 
Unit”. 

With these units the measurement of demand 
adjusted for power factor can be accomplished 
at very little more than the cost of KW measure 
ment. Discussion of your requirements for de- 
mand metering equipment for special rates or 
billing procedures is invited. 


TYPE JWL 





Type JWL meters combine 
two standard meter elements, 
the Sangamo Type ] watthour 
meter and the Lincoln-Type 
WDL demand meter, in a sin- 
gle. unit. They are made in A 
and S$ construction for single- 
phase services. 
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SANGAMO 


ELECTRIC <i) COMPANY 


SPRINGFIELD 


ILLINOIS 
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Iowa Telephone Association will hold convention, Des Moines, Iowa, Feb. 5, 6, 1947. 








American Gas Association, Residential Gas Section, Eastern Natural Gas Sales Con- 
ference, will be held, Pittsburgh, Pa., Feb. 13, 14, 1947 





Pennsylvania Electric Association, Electrical Equipment Committee, will hold meeting, 
Harrisburg, Pa., Feb. 20, 21, 1947. 





- 


Texas Telephone Association will hold annual meeting, San Antonio, Tex., Mar. 11-13, 
947. 








American Water Works Association, Minnesota Section, will hold meeting, St. Paul, 
Minn., Mar. 13-15, 1947. 





€ 





American Gas Association, Residential Gas Section, Midwest Gas Sales Conference, 
will be held, Chicago, Ill., Mar. 17, 18, 1947. 





© 





New England Gas Association annual meeting will be held Boston, Mass., @ 
Mar. 20, 21, 1947. 



































23 T* § Midwest Power Conference will be held, Chicago, Ill., Mar. 31—-Apr. 2, 1947 
24 F § Midwest Industrial Gas Council convenes meeting, Chicago, IIl., 1947. 
25 Se q§ Agricultural Development Clinic ends, Fairmont, W. Va., 1947. 
S § Southeastern Electric Exchange will hold annual conference, St. Petersburg, Fla., 
26) | © Apr. 3-5, 1947 
| M | § American Institute of Electrical Engineers winter convention begins, New York, N. Y., 
27) 1947. 
, 
28) T* | { Illinois Telephone Association will hold meeting, Peoria, Ill., Apr. 3, 4, 1947. 
—— | 
29 q 








1 Minnesota Telephone Association ends meeting, St. Paul, Minn., 1947. g 
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The American Way of Life 


Believing in that way, a well-known utility company 
decided to do something about it with most encour- 
aging results. 

By KENNETH C. LONG* 


PRESIDENT AND GENERAL MANAGER, DAYTON 
POWER & LIGHT COMPANY 


utility, because of the very nature 

of his company’s services, is closer 
to the average American citizen than 
most business executives. In the case 
of the Dayton Power & Light Com- 
pany, we touch the daily lives of al- 
most twice as many people as are 
reached by the largest Dayton news- 
paper—although it attempts to cover 
approximately the same area that we 
serve. 

It is a real privilege to be so close 
to those whom one serves: There’s the 
personal and corporate feeling of be- 


I: my opinion the head of a public 





* For personal note, see “Pages with the 
Editors.” 


” aaa 
ing a definite part of the community, 
rather than something separate from 
it. There’s the opportunity to know 
rather accurately what large numbers 
of people think about you, your service, 
and things in general. 

Although the head of a privately 
owned utility probably has no greater 
obligation to those whom he serves 
than has any other executive in indus- 
try, he perhaps feels that obligation 
more keenly, since he is closer to the 
everyday situation. 

Always in the Dayton Power & 
Light Company advertising, we have 
tried to “talk” to our customers and 
neighbors in plain, ordinary language 
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about matters closely related to the bet- 
terment of community life. Much of 
our advertising has been built on the 
“good neighbor” theme. We have 
stressed the fact that a happy livable 
home contributes much to the over-all 
life of the community. 

After pondering the trend that this 
advertising was taking, I decided per- 
haps we could go a step further—and 
discuss problems which originate out- 
side the home and local community, but 
which have a direct bearing upon it. 


| a year ago, we tackled infla- 
tion. We discussed in our adver- 
tising the evils of inflation and called 
for courageous stands against it. As 
proof of our sincerity, we cut electric 
rates for 150,000 users. 

Naturally this action on our part 
did not curb inflation in the Dayton 
area ; but it did contribute in some small 
way to community thinking. Readers 
of our advertising became a bit more 
aware of general conditions outside the 
Dayton area which made themselves 
felt at home. Confidence in us, as a 
company, was certainly enhanced by 
the fact that we backed up our own 
words with action. 

In addition, several other local ad- 
vertisers picked up our cue, and 
adopted our theme, some without cor- 
responding action. 

Even before we began this series on 
inflation, I had been thinking of a series 
on the American Way of Life. Indeed, 
I had first asked our advertising agency 
to develop ideas for such a campaign 
nearly two years ago. 

What I had in mind was discussing 
with the people of central Ohio some 
of the basic fundamentals upon which 
our American Way of Life is based. 
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I wanted to talk about rights, privi- 
leges, and responsibilities. 1 wanted to 
point out that many little things—yet 
basic things—in everyday living are 
taken for granted: perhaps too much 
so, since we have seen them disappear 
very quickly in other countries, where 
they were not jealously guarded. 


T’ wasn’t my idea to expound any- 
thing new, but to talk informally 
about things which greatly concern 
every good citizen, but things about 
which he might not think seriously 
without a little encouragement. In 
short, it would be a sort of refresher 
course in good citizenship. There would 
be no moral in any message; yet, I 
hoped that every reader would feel, 
after finishing the message, that the 
American Way was the right road, 
and that he’d be a bit more determined 
to keep it that way. 


S e- thinking gave us our theme: 
“The American Way—the Right 
Road.” 

We went ahead with our plans, de- 
ciding to prepare a total of 12 messages 
and run them two weeks apart, begin- 
ning August 15, 1946. The messages 
were set to run 6 columns by 19 inches 
in the three Dayton newspapers and 4 
columns by 12 inches in 45 other com- 
munities served by the Dayton Power 
& Light Company. 

Little did we realize, when we first 
began working on the series, that its 
appearance would be so timely. For, 
at almost the same time that our first 
advertisement appeared, plans to en- 
courage American business to do this 
thing were being released from the of- 
fices of the U. S. Chamber of Com- 
merce, the American Association of 
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Obligation to the Public 


<4 


LTHOUGH the head of a privately owned utility probably has no 


greater obligation to those whom he serves than has any other 
executive in industry, he perhaps feels that obligation more keenly, since 
he is closer to the everyday situation.” 





Advertising Agencies, the Association 


of National Advertisers, and other 
groups. 

Perhaps this served to arouse inter- 
est in what we were doing. At any rate, 
with the appearance of our first adver- 
tisement, letters and telephone calls ex- 
pressed wholehearted approval. Sup- 
port and encouragement came from 
local businessmen, newspaper editors 
and publishers, statesmen, and from 
business executives from one end of 
the nation to the other. 

Naturally, the average man in the 
street is not as articulate as those in 
the groups mentioned above. But, from 
and through our own employees, we 
soon began to feel “public” reaction. 
It was good. 


W: placed proofs of the ads in the 
windows of our branch offices 
and checked the interest which they 
aroused there. Proofs of ads were also 
sent to various individuals, and their 
comments carefully noted. Community 
leaders were asked for their reactions. 


71 


Interest seemed so widespread and 
comments so favorable that I began 
wondering how the idea which we had 
launched could be spread to other com- 
munities. 

As a gesture of friendly codperation 
between one industry and another, we 
decided to offer mats of the complete 
series, in either of the two sizes, 
to newspapers and business firms 
throughout America. To one paper or 
business in each community we’d give 
exclusive rights to reprint the messages 
on the American Way of Life, and the 
only charge would be for the actual 
cost of the mats. We thought news- 
papers might print the series over their 
own signatures or obtain a local spon- 
sor. 

Ads announcing that mats were 
available were run in Publishers’ Aux- 
iliary, Editor and Publisher, and 
American Press. Space was also used 
in Banking and Dun’s Review. In Na- 
tion’s Schools, we offered posters 
made from the ads. 

What happened (and as I write this 
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only the first three ads have had a 
chance to pull) was far beyond our 
expectations. 

To date, about 75 newspapers and 
business firms have requested mats. 
Nearly 200 individuals, papers, and 
businesses have asked to see proofs of 
the series. 


_— the newspapers, which repre- 
sent 29 different states, are some 
of the nation’s largest and most influen- 
tial. Their combined circulations run 
into the millions. One newspaper edi- 
tor became so enthusiastic that he 
ordered two sets of mats—the small 
size for one of his papers and the large 
size for another. The largest number 
of requests came from New York, 
Pennsylvania, and Illinois. Newspa- 
pers of both political parties were rep- 
resented, as were labor papers. 

The use of the road sign, “The 
American Way—the Right Road,” is 
being considered for use on both bill- 
boards and shipping labels. 

Several individuals have given us 


suggestions for additional advertise- 
ments based on the same theme. 

Numerous advertising organizations 
have told us of plans to build similar 
campaigns for their clients. 

Requests for proofs have come from 
statesmen, ministers, teachers, college 
presidents, and other community, civic, 
and national leaders. 

That’s the story of how a simple ad- 
vertising idea, based on better com- 
munity relations, grew and grew. It’s 
a story with a moral: That the Ameri- 
can people are interested in perpetu- 
ating the American Way, and that they 
are eager to do something about it—if 
kept alert by carefully planned public 
service advertising. 

And who is in a better position to do 
this type of advertising than the heads 
of business-managed utilities ? 

This is a challenge which we cannot 
ignore. 

As I said at the beginning, it’s 
a privilege that is uniquely ours. And 
it’s a responsibility which we have to 
the society which we would serve. 





way should have learned during the 1930’s what we 
should have known without learning the hard way, 
that governmental pump-priming doesn’t raise any water and 
only loses what was used for the priming. 

“Why this was so and would be so again is simple enough. 
When the government of a free people, which believes in the 
private enterprise economy, spends public funds to stimulate 
business, it only applies in its own way capital or credit which 
it has taken from the citizens as individuals, It provides employ- 
ment for some men by methods which take jobs away from some 
other men. Add to this the fact that the governmental ex pendi- 
ture is made chiefly for purposes which are not immediately 
productive in an economic sense, and the failure of pump- 


priming is clear enough.” 


—EpiTor1AL STATEMENT, 
The Wall Street Journal. 
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But Where Do You Find 
Such Gals? 


Well, it’s partly the picking, and then the training, 
that makes a gas company’s switchboard Quiz Kids 
quick to answer any question, if it’s about gas service. 


By JAMES H. COLLINS* 


amused himself by collecting a list 

of synonyms for “street.” He 
found more than fifty—like alley, 
mews, walk, crescent, road. 

They told him the story of the Lord 
Mayor’s coachman who, on a wager, 
drove from the Mansion House to 
Buckingham Palace, never going 
through a street; once it looked as 
though he was cornered, but he turned 
up Bird Cage walk. 

Now, the London bobby knows all 
these streets. They catch him in the 
country, send him to a school, and he 
learns by drill how to direct people to 
any lane, circle, court, mall. Over the 
years the school has turned out suc- 
cessive waves of street-wise policemen. 

In Los Angeles there is a similar 
school which teaches girls to answer as 
many questions about gas service as 
were ever asked any London bobby. 


[ London an inquisitive American 





*Business writer and author, Hollywood, 
California. 


Moreover, at war’s end something 
happened in Los Angeles that has hard- 
ly ever happened in London, even in 
the days of the “blitz.” 

Half of the gas company’s girls went 
out in a tidal wave of relief that the 
war was over. They were mostly serv- 
icemen’s wives who felt that they had 
done a job, and Mac would soon be 
home now, and peace would be wonder- 
ful. 

The Southern California Gas Com- 
pany stood to lose time, money, and 
customer good will by not having girls 
to answer all the customers’ questions 
—but this school quickly trained re- 
placements. 

Just before war shut down, in 1941, 
the company installed a new switch- 
board and started its new telephone 
service bureau. 

The board has forty-four positions, 
and is never closed down. At night, men 
handle calls that are mostly emergen- 
cies. Through the day the girls carry on. 
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And truly, they are Quiz Kids in an- 
swering questions pertaining to gas. 


| hoe 1,200 to 2,000 calls come in 
every day—nine out of ten an in- 
quiry of some kind, and at any moment 
a puzzler may be sprung. 

About half the calls are general. 
The customer wants to know where to 
get this and that, like a plumber or an 
appliance dealer. 

But the other half are complaints, 
misunderstandings, emergencies in- 
volving gas service, and the girls must 
be as quick and resourceful in dealing 
with them as the London bobby direct- 
ing a tourist. 

And with the bobby’s good-natured 
subjectivity. 

Which is an important point in se- 
lecting and training them. 

Before this board was installed, that 
kind of customer inquiries came in to 
different departments and branch of- 
fices. People wanting to ask questions 
about bills, shut-offs, new connections, 
suspected meters, and queer behavior of 
gas appliances, picked a telephone num- 
ber, and called in what looked like the 
right office. 

Nine times in ten it wasn’t the right 
office. Or their question involved more 
than one department and the first of- 
fice had to ask the second. If the call 
was out of the ordinary, the customer 
might be sent from one telephone num- 
ber to another, each time telling her 
story, until finally she got tired and 
called a plumber or appliance trouble 
shooter for something the gas company 
would have been glad to do gratis. 

Today, the customer would have a 
hard time finding more than one num- 
ber in the telephone directory because 
MIchigan 0141 stands for: 
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Night & Day call Customers Gas Serv All 
Emergencies Requests for turn-on turn-off 
or new service appliance adjustments info on 
bill & accts MI chigan 0141. 


HAT number is answered by a 

young woman who speaks pleas- 
antly, knows all the answers, or where 
to get them, and who cannot be rattled, 
provoked, or drawn into any kind of 
argument. 

“Well, where on earth do you find 
such girls, and how do you train them 
that way?” asks the visiting utility 
man. 

Actually, they come in among the 
job applicants who are constantly being 
attracted by the company’s advertising. 
It is up to the employment department 
to sort them out by tests. 

This company is rather classical in 
employment testing because, in 1930, 
following the murder of an executive 
by a discharged employee afterwards 
found insane, Guy Wadsworth was ap- 
pointed manager of a new personnel 
department to screen out such job ap- 
plicants and, with Doncaster Humm, 
developed the Humm-Wadsworth tem- 
perament scale, widely used in employ- 
ment testing. 

The temperament scale is used with 
intelligence and other tests in a battery 
set up for that kind of candidates, and 
when the successful ones report to the 
switchboard training department they 
have the intelligence to learn the proce- 
dure and the detached attitude that en- 
ables them to deal with all sorts of cus- 
tomers — angry, nosy, pugnacious, 
frightened—and keep the situation well 
in hand. 


I* fact, controlling situations is part 
of their training. 
But at this point, there is no guaranty 
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that the carefully picked candidate may 
not decide, after learning the job, that 
it isn’t the kind of job she really wanted 
anyway. That has to be reckoned with. 

This job calls for a good memory, 
but could never be learned by rote. A 
professional memory expert might bone 
up all the answers, and then be stumped 
by some combination of questions that 
came in over the board. 

In training, there are manuals con- 
taining a lot of information and they 
have to be studied and the trainee is 
examined on that material. 

But the chief reliance is upon doing 
and the breaking down of the whole 
course of instruction on the principle 
of the bundle of sticks, taking them one 
by one. 

Classes do not impart the instruction 
as well as individual teaching by one 
instructor to each trainee, so the train- 
ing department keeps four instructors 
busy, taking from one to two weeks 
for each student to reach the point 
where she is graduated to the switch- 
board. 

Then she is a “telephone order 
clerk,” and will answer almost offhand 
nine out of ten questions relating to 
the gas company’s service or policy, and 
be quick to turn to the place where the 
tenth answer is to be had. 

“This morning I paid my gas bill— 
and now the postman brings me a 
notice that I have to pay today; how 
does that come?” 


“My oven won't light—how can I 
get dinner?” 

“When will the gas be turned on 
here?” 

“Our water heater doesn’t make the 
water hot enough—will you send some- 
body right away?” 

“How long must I cook a 20-pound 
turkey ?” 


8 Beye are the customers speaking, 
all day long, and often in dialect 
hard to understand, and the Quiz Girl 
is taught the background information 
that enables her to answer, plus a meth- 
od of controlling the conversation, plus 
a manner that makes the customer feel 
that she is dealing with a sympathetic 
individual, not a soulless corporation. 

She can even say “No” in a way that 
makes the customer feel that there isn’t 
any choice in the matter—that was the 
way things were arranged in the first 
chapter of Genesis. 

The teaching is broken down into 
six periods, beginning with gas itself, 
where it comes from, how it reaches 
consumer territory, where to locate 
branch offices and distribution areas in 
relation to the address given by any 
customer. 

In the Los Angeles area, gas is most- 
ly piped from the California oil fields, 
is wet gas, and the trainee learns how 
it is separated from the oil, stored in 
tanks, odorized as a safety measure, and 
distributed to the consumer in many 


= © 
“THE Southern California Gas Company stood to lose time, 
money, and customer good will by not having girls to answer 
all the customers’ questions—but this school quickly trained 
replacements. Just before war shut down, in 1941, the com- 
pany installed a new switchboard and started its new tele- 


phone service bureau.” 
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different districts, as well as different 
types of customers ranging from small 
apartments to huge industrial plants. 

“Exam ’’ questions in this period go 
about like these : 

In what company division is Holly- 
wood located — Pasadena? Palm 
Springs ? Mojave? 

What is our nearest branch office 
to 5333 West Third street ? 

The company is organized in what 
divisions ? 

What is the difference between a 
branch office, a payment office, and an 
American Express office? 
nse ag operation is also 

learned in this first period, partly 
by explanation, partly by practice. 

Besides knowing the different lights 
and keys, maintaining a good straight 
posture in a properly adjusted chair, 
and keeping the transmitter about one 
inch from the lips, the trainee learns 
points that simplify things for the cus- 
tomer as well as the company, and cre- 
ate good feeling. 

To talk slowly is the first point, be- 
cause many of these switchboard con- 
versations start with an excited or an 
angry customer. Slow talk is better un- 
derstood and counteracts emotion. A 
quiet tone is also maintained—loud talk 
is hard to understand, provokes the ris- 
ing voice at the other end of the line. 

First step in every conversation is the 
taking down of the customer’s name, 
address, telephone number, and the 
facts in the case. This is the working 
detail. No discussion of the complaint 
or problem is permitted until the facts 
are recorded, and they must be plainly 
written. 

As soon as the customer’s name is 
learned, the operator begins using it, 
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and there is a rule that it must be used 
at least three times in every conversa- 
tion. Everybody likes being addressed 
“Now, Mrs. Blank.” The use of the 
name does more than anything else to 
personalize the conversation, make the 
customer feel that her complaint or 
problem is being attended to, that the 
gas company has people who take a 
personal interest in her case, that she 
is not merely one unknown in a thou- 


sand. 
questioning the customer, the use 
of abrupt words like “What?” is 
avoided. ‘May I have your name?” is 
pleasanter than “What is your name?” 
And “Your street number there is—?” 
This procedure makes a definitely bet- 
ter impression, and facilitates the con- 
versation. 

Also important is the control of 
every conversation by the telephone or- 
der clerk. Always making the customer 
feel that the company takes a personal 
interest in her, the operator good- 
naturedly holds the talk to brass tacks, 
heads it back to names, addresses, and 
facts when it wanders, and gets the 
working information in the shortest 
possible time. 

Taking complete charge of the con- 
versation is a matter of cool inquiry 
into facts, good temper, use of the cus- 
tomer’s name to let her feel that the talk 
is about her problem, and herself, and 
letting her see all the moves. 

For example, a 3-way conversa- 
tion may develop when the operator 
finds that facts about a bill are needed. 
Instead of saying, as was the case be- 
fore this switchboard was installed, 
“T’ll have the billing department look it 
up, and let you know later,” the op- 
erator makes an immediate connection 
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Telephone Order Clerks 


. o ¥ the vast complex of things that gas customers want to know every 

day... telephone order clerks are expected to answer automatically, 

at least nine times in ten, and to make the customer feel that she is right in 

asking for information, and that she is talking to a person, not a corpora- 
tion.” 





with that department, and the customer 
hears her talk to a bill clerk, who looks 
up the facts. 

Rule: Do not leave the customer out 
of the talk. At least every thirty sec- 
onds “include her in,” by saying some- 
thing like, “It seems to take a little 
while, Mrs. Blank, but they’ll have your 
bill in a minute.” 


6 Be second teaching period deals 
with the switchboard handling of 
many situations that would require a 
service trip, if not taken care of by these 
girls—pilot lights out, appliance ad- 
justments, gas and water leaks, flashes 
and explosions, things acting up fright- 
ening the customer, or arousing resent- 
ment for fancied shortcomings in serv- 
ice. 

Before this switchboard was cut in, 
the harried customer had to find the 
right gas company office, or depart- 
ment, before she could tell her troubles. 
Now the first operator who answers 
over MI 0141 will reassure and instruct 


her, show how to meet the situation 
then, herself, or send a service man. 

In handling this kind of call, the op- 
erators save many days of time for the 
service department, and thousands of 
miles of travel. As that department has 
been short handed for five years, and 
still is, the value of switchboard trou- 
ble shooting has been amply proved. 

The customer is asked for informa- 
tion that will show whether the situa- 
tion calls for a serviceman and, if so, 
whether one is needed immediately. 
Many service trips can be postponed 
for a day or more. 

“My oven won’t light,” reports the 
customer. 

“What is the make and model of 
your gas range?’ asks the operator and, 
referring to a manual, follows detailed 
instructions. 

“Will you pull out the lower left 
drawer ? Now look for a red button at 
the right inner corner. Push this but- 
ton, and you will hear the gas flowing 
from your pilot light—don’t be 
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alarmed, it is only a tiny trickle, not 
enough to cause a flash. Now push the 
button and hold a lighted match in the 
oven and your pilot will light again. 
This is the automatic shut-off on your 
range to stop the flow of gas if the pilot 
light should go out as it has in this 
case.” 


> ys Meson questions put to the 

trainee in this period of her in- 
struction show what kind of emergen- 
cies are dealt with over the switch- 


board: 


What information is needed from 
the customer who has had an explo- 
sion or flash at a gas appliance? To 
whom in our organization should this 
information be given during the day? 
After 5 pm? Ona holiday? 

How are appliance adjustment re- 
quests handled from a hotel, restau- 
rant, or institution? 

Under what circumstances will the 
company take care of a water leak at 
a water heater? 

Give normal procedure for: Smok- 
ing range. No hot water. No refrigera- 
tion (Servel). No gas at oven. Out- 
door gas leak damaging shrubbery. 
Noisy meter. Ammonia leak at Elec- 
trolux. Hazardous gas leak. 


Periods three and four cover a world 
of detail about the company’s account- 
ing system, billing, due dates, collect- 
ing, meter reading, and the like, which 
are the basis of one inquiry in four. 

Despite checking accounts, express 
and post-office money orders, arrange- 
ments by employers for paying utility 
bills through the company cashier, 
more than one-third of Los Angeles 
utility customers still pay bills in cash, 
traveling to branch offices. A bank offi- 
cer interested in selling special check- 
ing accounts for utility bills, ten checks 
for a dollar, discovered in a recent sur- 
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vey that hardly one Los Angeles citizen 
in twenty ever used money orders, or 
knew much about them. And Los An- 
geles takes pride in being more enter- 
prising than other regions in using 
modern methods! 

So, the gas customers are constantly 
running into unfamiliar bill situations 
that could create bad feeling toward the 
company, and the telephone order 
clerks are constantly straightening 
them out and coaching them in busi- 
ness dealings. 

Periods five and six deal with a lot 
of detail pertaining to installations, 
terminations, and the like, for every 
type of service, from the small apart- 
ment to the large industrial plant, and 
to the intercompany routines for han- 
dling such business, and obtaining in- 
formation for customers. 


IX the vast area of London, any bob- 
by may be asked, at any moment, 
how to find any locality, and is expected 
to answer automatically. 

In the vast complex of things that 
gas customers want to know every day, 
these telephone order clerks are ex- 
pected to answer automatically, at least 
nine times in ten, and to make the cus- 
tomer feel that she is right in asking 
for information, and that she is talking 
to a person, not a corporation. 

The customer is not always right— 
but she ought to be allowed to tell her 
story, and given the facts upon which 
to determine that she was mistaken. 

She may be right at that, as in the 
case of a woman who reported two 
bright little lights under the gas space 
heater in the cellar. There was nothing 
in the manual about that, so a service- 
man was sent to investigate—and re- 
ported that the customer was absolutely 
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right—an opposum had come in to get 
warm. 


| ag during the war, there were 
enough job applicants for these 
positions who had the right kind of 
ability — and they were not geniuses, 
but just girls capable of learning this 


kind of work and becoming interested 
in doing it. That puzzling type of em- 
ployee who can learn a job and do the 
work well, but will not deliver, turns up 
among them but not too often. It is 
possible by preliminary tests to make a 
close selection, but only the actual train- 
ing will give the final verdict. 


— 
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4 "F HE British Ministry of Fuel and Power is seeking to 

bring about a wholesale conversion of locomotives on 
Britain’s railway lines from coal to oil. It is also urging other 
industrial consumers to substitute petroleum where this is 
possible. 

“These moves can only be taken as a sign that the Labor 
government despairs that nationalization will actually solve the 
basic difficulties of the British coal-mining industry. Private 
ownership and operation were criticized as inefficient. But now 
that the mines have been nationalized, the Minister of Fuel and 
Power himself has declared that the era of cheap coal for Britain 
is over, and that the country must adjust itself to this fact. 

“Low-priced coal in plentiful supply provided the basis for 
British industrialization. If British industry must turn to tm- 
ported oil as its primary fuel, many adverse consequences will 
follow. The purchase of this oil will constitute a drain on foreign 
exchange, a serious matter at a time when the balance of pay- 
ments problem is acute. A large investment will be required in 
oil-using equipment, storage, and transport facilities. At best, 
dependence upon imported oil will mean higher fuel costs, which 
will weaken the competitive position of the industries that con- 
sume it. 

“The Economist of London wonders whether Mr. Shinwell, 
the Minister of Fuel and Power, ‘will soon be telling the coun- 
try that the era of coal at any price is over—and that Britain’s 
industrial greatness has gone with it.’ This was precisely what 
nationalization was going to prevent. It now seems that na- 
tionalization will mean that oil will really have to be carried to 
Newcastle, because under government ownership and operation 
it is not possible to produce coal economically despite the vast 
underground reserves that remain available.” 

—EDITORIAL STATEMENT, 
The Journal of Commerce. 
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Shall We Arbitrate? 


Strikes in the electric light and power industry must and will 

be outlawed, in the opinion of the author, a spokesman for 

union labor, and, he adds, it is up to labor and management to 

choose their own method of adjusting their differences, or a 
method will be imposed upon them. 


By JOSEPH C. McINTOSH* 


, | \u1s question, “Shall we arbi- 
trate?”, is addressed to both 
labor and management in the 

electric light and power industry. It is 
late—but not too late—for the parties 
most interested in industrial relations 
in the industry to work out a program 
for themselves whereby industrial 
peace will obtain. Surely this is true 
if the parties will approach the problem 
in view of current circumstances. 

In 1943 the writer, in a paper sub- 
mitted in connection with the Harvard 
Trade Union Course, made the follow- 
ing statement : 


It was not often in the past that a strike 
(in the electric light and power industry ) 
resulted in the complete breakdown in serv- 
ice as the majority of the unionized workers 
were usually employed in the construction or 
maintenance departments. Operating person- 
nel is covered in the greater majority of all 
agreements currently in existence and a stop- 
page of work on the property of a company 
so unionized would be nothing short of a 
major calamity in the area so serviced. 


Witness Time magazine’s October 
28, 1946, description of Pittsburgh as 





*For personal note, see “Pages with the 
Editors.” 


JAN. 16, 1947 


the city was in the fourth week of an 
electric light and power strike: 
Pittsburgh’s downtown “Golden Triangle” 
was festooned with big, smoke-gushing boil- 
ers, supplying heat to office buildings. Motors 
chugged in the streets to turn power gen- 
erators for lights. Railroad locomotives fed 
steam into three large, trackside buildings. 

Hundreds of businesses were still closed; 

about 50,000 people were still out of work. 

Pittsburghers hitchhiked to work, waited 
in line for elevators or skipped up and down 
stairs, brought their lunch (few restaurants 
were open), shivered through a shortened 
work day, then bummed a ride home. 

Time stated that the statisticians’ 
guess was that the Pittsburgh strike 
cost about $400,000,000 in wages and 
lost business. 

Time appears in the October 28, 
1946, issue to place the blame for the 
Pittsburgh situation on George L. 
Mueller, the leader of the independent 


union. 


. seems to be of no value to attempt 
to place the blame on anyone follow- 
ing a stoppage of work. Many times 
the actual stoppage is the result of a 
cumulation of events rather than the 
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particular dispute at issue. Any stop- 
page of work is, however, evidence of 
a serious breakdown in relations be- 
tween the parties, and the time to pre- 
vent a stoppage of work is before a 
breakdown in relations occurs. 

In the year following the First 
World War there was recorded a total 
of seventeen strikes and two lockouts 
in the electric light and power industry 
in the United States. The principal 
causes of the work stoppages were: 
wages only, twelve; recognition only, 
five; wages and recognition, one; and 
wages and other causes, one. In the 
same period thirty-seven agreements 
were recorded as consummated, twen- 
ty such agreements being signed and 
seventeen verbal. Of the thirty-seven 
agreements, at least six were obtained 
as the direct result of a strike, five as 
the result of “extended negotiations,” 
three through action of the War Labor 
Board, one through arbitration, and 
the balance (twenty-two) through con- 
ference." 

Apparently, the recorded strikes in 
the year following the First World 
War caused the general public little 
concern. In only one case were other 
than construction workers concerned 
and in each case the strike affected a 
small area, usually only one city. How- 
ever, the industry has changed consid- 
erably since 1920 and, in our modern 
way of living, we are geared to electric 
power to such an extent that when it 
is cut off we are practically helpless. 
Unionization in the industry has also 
changed to the extent of coverage of 
both operating and maintenance per- 
sonnel, but the method of approach to 
the settlement of disputes seems to be 





1Strike data from Journal of Electrical 
Workers and Operators. 


the same, and now on every side one 
hears the cry for “forced” or “com- 
pulsory” arbitration. 


ONALD R. RIcHBERG probably 

knows his law, but the writer 
doubts very much that he knows his 
utility management when he says: 


It should be generally agreed that, where 
voluntary agreements cannot be reached, and 
unsettled labor disputes in public utilities 
threaten a serious stoppage of an essential 
service, the parties should be required by 
law to submit their controversy to the bind- 
ing decision of an impartial public tribunal. 
There should be little objection from the 
managers and owners of public utilities, since 
their rates, services, and accounting are regu- 
lated by law and they are not at liberty to 
abandon their public obligations . . 2 


It may surprise Mr. Richberg to 
learn that only a minor percentage of 
the labor agreements in the industry 
provides for arbitration of disputes 
over amendments to any current agree- 
ment.* And this is true even though 
the dominant labor organization in the 
industry, the International Brother- 
hood of Electrical Workers, has long 
advocated arbitration of disputes. The 
policy is set forth as follows: 

Continuing agreements are recommended, 
providing they contain provision for settling 
disputes, and for composing differences aris- 
ing from controversial subjects, by reference 
to disinterested and competent judges.* 

Recently, in a negotiation partici- 
pated in by the writer, the company re- 
jected the union offer of inclusion in an 
agreement of an arbitration clause to 
cover amendments to the current agree- 


2 Donald R. Richberg in an address “Labor 
Disputes and Public Utilities,’ before the 
American Bar Association. Pusiic UTILITIES 
ForTNIGHTLY, Vol. XXXVIII, No. 11, page 
714, November 21, 1946. 

3 See “Industrial Relations and Utility La- 
bor,” by Joseph C. McIntosh. Pustic UTitt- 
TIES ForTNIGHTLY, Vol. XXXII, No. 8, page 
477, oe 14, 1943. 

4M. H. Hedges, “A Strikeless Industry,” 
The Toba Day Co. New York city, 1932. 
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Strikes Following First World War 


“oo” the year following the First World War there was recorded a 
total of seventeen strikes and two lockouts in the electric light and 
power industry in the United States. The principal causes of the work 


stoppages were: wages only, twelve; 


recognition. only, five; wages and 


recognition, one; and wages and other causes, one.” 





ment on the basis that the company 
wanted to know in advance exactly 
what issues would be before the parties. 
It is, of course, obvious that an agree- 
ment to arbitrate changes in or amend- 
ments to any current agreement is im- 
possible when either party approaches 
the question of industrial peace with 
reservations designed to make “co- 
Operation” a one-way street. 


iy appears to the writer that Mr. Rich- 
berg is doing a little wishful think- 
ing when he says that “There should 
be little objection (to compulsory arbi- 
tration) from the managers and own- 
ers of public utilities . . .” Surely there 
will be objection to compulsory arbi- 
tration by the parties who refuse to ac- 
cept the principle of arbitration volun- 
tarily. 

Lee H. Hill, publisher of Electrical 
W orld, says: 
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Compulsory arbitration as we understand 
it today would be an unfortunate instrument 
to use for the prevention of strikes in electric 
utility companies . . 5 


Mr. Hill advances the usual argu- 
ments put forth by management at the 
bargaining table in refusing a clause 
providing for arbitration of amend- 
ments and then in answer to his own 
question “What Is the Answer ?”’ sets 
forth “A Simple Basis for Settling Dis- 
putes” as follows: 


The law might provide that strikes in 
utilities be outlawed; that utility companies 
be required to maintain hours, wages, and 
working conditions at the prevaiiing level 
in the area served by the utility; and finally 
that any dispute as to what is the prevailing 
level in the area be resolved by arbitration. 
This converts the arbitration proceeding into 
a determination of facts, a judicial process 
rather than the legislative process of mak- 
ing law, as it wouid be if ordinary arbitration 
were used. The purpose of the arbitration 





5“Should Strikes in Electric Utilities Be 
Outlawed ?” An editorial by Lee H. Hill, Elec- 
trical W orld, October 26, 1946. 
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proceedings really is to make the utility em- 
ployment practices conform to local condi- 
tions, not to blaze new trails in employee re- 
lations ... 


Sumner Slichter, Lamont Univer- 
sity professor, Harvard University, 
goes Mr. Hill one better. Professor 


Slichter says : 


The workers on these jobs should enjoy a 
special status. In accepting employment on 
these jobs, workers should undertake not to 
engage in strikes, and no union should be 
eligible to bargain for workers in these jobs 
which does not make strikes of members in 
these categories a violation of its constitu- 
tion. In order to make strikes uncalled for, 
the workers on the designated jobs should 
be assured that their wages will be compared 
once a year with wages in other industries 
and increased in proportion to the rise in the 
general wage level. In addition, the “special 
status” workers should be entitled to pen- 
sions of a given percentage (say 15 per cent) 
above the pensi ions provided in the Social 
Security Act... “Special status” employees 
should receive “more liberal vacation privi- 
leges than employees in general . 


eee Slichter may not have 
the answer, but his approach would 
certainly be more acceptable to the em- 
ployees in the industry than Mr. Hill’s. 
The phrase “not to blaze new trails in 
employee relations” sounds like defeat- 
ism, and Mr. Hill’s suggestion must 
presuppose that the employees of the 
industry are ready to accept what ap- 
pears to be already accepted by some 
members of the management group. 
That is, that the industry has already 
passed its peak and must forever in the 
future be bound by the “practice pre- 
vailing in the area served.” 

Recently the employees of the Vir- 
ginia Electric & Power Company, 
members of the International Brother- 
hood of Electrical Workers, while en- 

6“Place of Labor Unions in the Social 
Framework,” an address by Sumner Slichter 
delivered at the Bicentennial Conference on 
the Evolution of Social Institutions at Prince- 
ton University, October 8, 1946. Reprinted in 


Labor Relations Reporter, Vol. 18, No. 49, 
page 414, October 21, 1946, 


gaged in a serious dispute with their 
employer, voluntarily entered into an 
election campaign in Portsmouth, Vir- 
ginia (population 75,000), and de- 
feated by a narrow margin a proposed 
bond issue to put the city in the electric 
light and power industry. These same 
employees last March unanimously 
voted not to work voluntarily for the 
commonwealth of Virginia after Gov- 
ernor William M. Tuck drafted them 
into the “unorganized” militia in a 
threatened strike situation in a dispute 
over the terms of a new contract. Yet 
these same employees in 1943 proposed 
a provision in their first agreement that 
provided arbitration of amendments to 
or changes in that agreement, and such 
a provision was refused by the com- 


pany. 


‘i employees of Duquesne Light 
Company submitted their differ- 
ences with management to arbi- 
tration after the strike that proved so 
costly. Would it not have been possible 
to have included in the original pact a 
provision to arbitrate changes in or 
amendments to the agreement? 
Donald R. Richberg said: 


There can be little question that the na- 
tional and state governments within the fields 
of their respective jurisdictions can enact 
legislation restricting or wholly prohibiting 
labor unions from conducting strikes against 
public utilities.” 

Any law restricting or prohibiting 
strikes in the electric light and power 
industry will, of necessity, carry with it 
some form of compulsory arbitration. 
Strikes in the industry must and will 
be outlawed, and it is up to labor and 
management to choose their own meth- 
od and do it immediately or a method 
will be imposed upon them. By mutual 


7 See note 2, supra. 
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consent every current agreement in the 
industry could be amended to provide 
arbitration of changes in or amend- 
ments to the agreement and such pro- 
vision as to form and scope of the arbi- 
tration would be the product of collec- 
tive bargaining. 
The writer still believes that 
Collective bargaining in the true sense is 
the answer to the industrial relations prob- 
lem of the industry and the only answer. 
Certainly it would show weakness of leader- 


ship if the industry asked for governmental 
regulation in this area. It does not seem pos- 


sible that the men who stand out as leaders 
in an industry that leads all others in almost 
every other line of progress would sit idly 
by and permit their right to fully participate 
in the shaping of an industrial relations pro- 
gram go by default.8 
The question, “Shall we arbitrate ?”, 
has been before us for some time, Un- 
less we (labor and management) act 
quickly the answer will come from 
those not a part of the industry and 
that answer will be—You shall arbi- 


trate! 





8 See note 3, supra. 








—— many other industries entering the postwar period, 
the LP gas industry is entering into a new era... mu- 
nicipalities and utilities are expanding the use of LP gas at a 
rapid rate. Gas-cooking and -heating facilities are being provided 
where none were available ; gas-producing facilities which had 
been overtaxed by wartime demands are being replaced, and 
utilities are augmenting their present inadequate plant capacities 


and natural gas supplies. 


“Manufactured gas companies are using an ever larger 
amount for increased distribution and for standby gas ; they in- 
creased their purchases by 25 per cent from 48,000,000 gallons 
in 1944 to 60,000,000 gallons in 1945, and this year [1946] also 
the natural gas utilities are appearnig as large purchasers. Many 
of the gas utilities supplying natural gas have found that they 
can mix up to 50 per cent of propane air with their natural gas to 
augment their needs. Since a higher heating value, propane-air 
gas is used for interchangeability with natural gas. The actual 
increase in capacity to meet winter peaks may be as high as 
150 per cent of their normal natural gas supply. Thus, the nat- 
ural gas utilities have found an effective method of expanding 
their facilities to meet their expanded demand, and have become 
large LP gas users and large bulk storage plant owners.” 

—Eric A. FLASCHAR, 
General manager, Stacey-Dresser, Engineer- 
ing Division, Stacey Brothers Gas 
Construction Company. 
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Effect of Plant Write-offs 
On Utility Investors 


The penalty, says the author, is imposed entirely on the com- 

mon stockholders, despite the fact that on the average they 

contributed only about one-quarter of the total investment 
in the property. 


By OWEN ELY* 


URING the 1920’s the electric 

utilities entered a period of 

rapid growth and expansion, 
facilitated by the ease of obtaining new 
capital through the sale of common 
stock and other junior issues. In the 
decade 1923-1932, it is estimated that 
the electric-gas utility companies raised 
about $12 billions by sale of “new 
money” securities, according to 
Moody’s Service. During the same pe- 
riod net plant investment plus working 
capital, or estimated rate base, in- 
creased from $4.1 billions to $14 bil- 
lions, a gain of about $10 billions, (See 
page 88 table.) The latter figure 
is $2 billions lower than the estimated 
new financing during the period, possi- 
bly because of retirement reserves, or 
for other reasons. Offhand, it would 
not appear that any write-ups occurred 





*Financial editor, Pustic Utimities Fort- 
NIGHTLY. 


in this period, but of course the figures 
may not be very accurate. 

During this decade the plant capac- 
ity of the electric utility companies in- 
creased from 13.4 million to 32 mil- 
lion kilowatts or nearly 140 per cent. 
The increase in net plant account, how- 
ever, was 242 per cent. Had the latter 
increased only in the same ratio as 
capacity it would have reached only 
about $10 billions instead of $14 bil- 
lions. 

How much of the $4 billions differ- 
ence was due to rising material and la- 
bor costs, and how much to inflation 
and write-ups resulting from sales or 
reappraisals, is hard to gauge. 

In 1935 the Federal Trade Commis- 
sion filed with Congress a summary of 
the “write-ups, improperly capitalized 
intangibles, and inflation included in 
the capital assets” of utility holding 
company systems which it had exam- 
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ined (Exhibit 6218, pages 420-23, 70th 
Congress, First Session, Document 92, 
Part 76). These may be summarized as 
follows : 


Holding companies ........... $273,420,165 
Subholding companies ........ 353,370,035 
Operating company subsidiaries 

of holding companies ....... 864,231,623 


The holding company section of the 
electric power industry was probably 
only about half the total, but it is prob- 
able that the books of the other half 
of the industry had not been written 
up to a corresponding extent, since the 
properties had not changed hands so 
frequently and there was less tempta- 
tion to manipulate the books. 


pen latest balance sheet figures cur- 
rently available for all electric util- 
ity companies are for the year 1944. 
What happened during the twelve years 
of the New Deal régime, 1932-1944? 
During the 1930’s the industry bene- 
fited by its heavy expansion program of 
the earlier decade. During the eleven 
years 1922-1932, capacity had in- 
creased 147 per cent, and actual output 
only 76 per cent. During 1932-1939, 
however, capacity increased 6 per cent 
while output gained 56 per cent, thus 
evening up the trends of the two 
decades. 

During the war the demand for elec- 
tricity increased sharply and output 
was 186 billion kilowatt hours com- 
pared with 74 billions in 1932. This 
was a gain of 150 per cent although 
capacity increased only 25 per cent. 
During the years 1941-1944, the cor- 
responding figures were 39 per cent 
and 11 per cent. These amazing war- 
time results were obtained by forming 
territorial “power pools,” by overload- 
ing much of the equipment, and by 
using inefficient stand-by steam plants. 
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With an increase in capacity of 25 
per cent during 1932-1944, we would 
naturally have expected to see a cor- 
responding increase in plant costs. 
While there was some gain in engi- 
neering efficiency, this was at least par- 
tially offset by rising construction costs 
during 1941-1944. Theoretically, net 
plant account should also have in- 
creased about 25 per cent, from $14 
billions to $17.5 billions. Actually plant 
account decreased by $1.4 billions to 
$12.6 billions—nearly $5 billions less 
than the theoretical amount. 


HIS result was perhaps due to a 
variety of factors, but the most im- 
portant were write-offs and increased 
depreciation reserves. During this pe- 
riod the total depreciation reserve (see 
table) increased from $1.1 billions to 
$2.8 billions, but, had it grown only in 
the same proportion as gross plant, 
there would have been virtually no 
change. Deducting the increase in the 
reserve leaves about $3.3 billions to 
account for, and of this amount at least 
$2 billions appear due to write-offs. 
We have partial supporting data for 
such an estimate. The Federal Power 
Commission has furnished the writer 
with a list of its orders authorizing dis- 
position of original cost adjustments 
up to June 30, 1946, which total as fol- 
lows: 
pe ree $ 347,656,454.11 
Rapes Te kc caacieesscc 763,947,598.38 


Total (138 companies) ....$1,111,604,052.49 

These write-offs don’t tell the whole 
story, of course, for there have been 
many others which were handled by the 
SEC or by state commissions, and were 
not the result of FPC orders. There 
is apparently no available total for these 
figures, but they must be large. An 
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EFFECT OF PLANT WRITE-OFFS ON UTILITY INVESTORS 








Par 

Value 
ey rr None 
Cincinnati Gas & Electric .......... $ 8.50 
Columbus & Southern Ohio Electric . 10.00 
Dayton Power & Light ............. 7.00 
PY CE nen cl eebe bene aaeue 8.00 
Deramen TIE occ csncccecceses 5.00 





Ratio 
Book 
Value to 
Book Offering Recent Offering 
Value Price Market Price 
$17.48 $36 $36 49% 
9.69 26 27 37 
17.70 534 41 33 
10.84** 352 33 31 
17.39* 41+ 34 42 
5.00 224 17 22 


*Before plant acquisition adjustment of $7.13 which is being amortized. ; 
**Plant is carried at cost to company and includes write-ups over cost to previous owners 


equal to $2.90 a share. 





important recent instance was Consoli- 
dated Edison which, in order to obtain 
clearance of its huge refunding pro- 
gram with the New York Public Serv- 
ice Commission, agreed to an adjust- 
ment of its accounts approximating 
$238,800,000. This included the tenta- 
tive shortage in depreciation reserve, 
the depreciated cost of the East River 
generating station, the excess book 
cost of investment in subsidiary compa- 
nies, and certain other utility plant 
items questioned by the commission’s 
witnesses, together with charges to 
surplus of premiums, expenses, etc., in 
connection with the proposed bond and 
preferred stock financing. On June 30, 
1946, the company’s earned surplus 
amounted to only $87,817,307. Hence 
the management proposed to reduce the 
value assigned to the common stock by 
approximately $160,000,000. The total 
adjustment, if eventually consum- 
mated, will cut the book value of the 
common stock in about half—from $42 
a share to $21. 


oo total FPC adjustments of util- 
ity plant (Account 107) now ag- 
gregate $764,000,000, compared with 
the FTC total of $864,000,000 for op- 
erating companies; when the Power 
Commission completes its work the re- 
sults for Account 107 will probably 
equal or exceed the older figure. But 
the FPC has gone further than the 
FTC by forcing utility plant acquisi- 
tion adjustments (Account 100.5) on 
the basis of original cost “when first 
devoted to public service.” These ad- 
justments, up to June 30, 1946, equaled 
nearly half the total for Account 107. 
These additional write-offs seem espe- 
cially unfair to utility security holders 
—depriving them of bona fide invest- 
ments which they or their predecessors 
had made in the properties. Assuming 
that the state commissions accept writ- 
ten-down plant account as the “rate 
base,’”’ investors are thus deprived of a 
“fair return” on a considerable portion 
of their investment. The penalty is im- 
posed entirely on the common stock- 
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holders, despite the fact that on the fearing that “fair return” on the book 

average they contributed only about value might be insufficient to sustain 

one-quarter of the total investment in dividends and current market values. 

the property. In general, these new issues have ap- 

peared to be under a market handicap 

—— of the 100.5 adjustments are as compared with some of the more 
very large, such as the following: seasoned issues. 


Alabama Power Company ...... $ 8,526,312 
Appalachian Electric Power Co. 29,197,563 I HERE has also been some appre- 
— cwaee =, peseseseesenes oo ge hension over the 5 per cent fair 
uquesne Light Co, ..........+. 886,445 =e E : 
Interstate Power Co. .......... 8,178,521 return rate recently fixed by the FPC in 
Jersey agg L. Co, once. i, ~ om the Safe Harbor Water Power Case.? 
Louisvilie G. & Pe 46,69 : — “ 
Metropolitan Edison Co. ...... 6254865 | hough since this is a “sheltered com- 
Minnesota AI ee oe pany”’ (it sells all its power to the par- 
Montana Power Co, ........... ,086,428 . : 
Narragansett Electric Co. eeecee 11,761,645 ent companies, under contract ) there 1S 
Ohio Edison Co. ... staseet ees 30,620,010 naturally some fear that the state com- 
Pennsylvania Electric Co. va —_ . . anat 
four acquired a . 14,937,002 rere —_ follow suit by lowering 
Pennsylvania P. & L. Co. . . 25,930,121 their ideas of fair return, which aver- 
Philadelphia Electric Co. ....... 20,062,406 * 
Public Service E. & G. Co. ...... 19,361,173 28¢ 6-63 per cent. 
Public Service Company of In- It is not too late to do something 
diana (inciuding Nor. Ind. 5 a = 
a Peer 8,856,889 about excessive write-offs, but the 
South Carolina Power Co. ..... 6,260,661 remedy may have to come from Con- 


Virginia Electric & Power Co. . 11,312,573 ° 
Virginia P. S. Co. .....00..+.+. 71992315 tess and the state legislatures, for the 
commissions can hardly be expected to 


T= serious results of write-offs "everse themselves unless they are or- 
are indicated by the low par value dered to do so. At one time the courts 


and book value figures for some of the would have protected the stockholders’ 
utility stocks offered to the public in rights, but they have now been infected 
1946. (See table on page 87.) with the philosophy that property 
rights are subsidiary to social rights 


Institutional buyers are reported to 
—whatever the latter may mean. 


be disturbed by the low book values of 
some of these utility stocks, doubtless 166 PUR(NS) 212. 


& 


Capacity, Output, RATE Basf, AND Rate oF RETURN For Erectric Utititry CoMPANIES 
Capacity Output Plant Deprec. Working Est. Rate Oper. Return 


(Mill. (Bill. Account Reserve Capital* Base Income On Est. 

Year Kw.) Kw.Hrs.) (Mill.) (Mill) = (Mill.) = (Mill) (Mill.) Rate Base 
1944 40 186 $14.8 $2.8 $.6 $12.6 $797 6.4% 
1943 39 180 14.8 2.6 6 128 768 6.0 
1942 37 158 148 2.3 6 13.1 750 5.7 
1941 36 144 14.7 2.1 6 132 776 5.9 
1939 34 115 14.1 1.8 6 12.9 807 6.3 
1937 32 110 13.9 1.5 6 130 777 6.0 
1932 32 74 14.4 1.1 Ey 14.0 831 6.0 
1927 23 71 10.6 7 a 10.4 718 6.9 
1922 13 42 42 a 2 4.1 314 7.7 





*Details of current assets not available; 5 per cent of net plant account used. 
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The Pittsburgh Power Strike 


In addition to the devastating effect of stopping a 

utility service vital to public welfare, the loss in 

wages, sales, etc., declares the author, is authorita- 

tively estimated at $300,000,000; and in the end the 

strikers gained nothing, except arbitration which had 
been offered them before they went out. 


By LARSTON D. FARRAR* 


HERE have been so many strikes 

in the United States in the last 

year that it would be presump- 

tuous to pick out any particular or- 

ganized work stoppage as the worst 
strike of the postwar period. 

All the strikes have been bad from 
the standpoint of the public. Millions 
of Americans have become heartsick 
and cynical as they have waited to re- 
sume a normal existence promised in 
the bright postwar world as soon as 
Fascism and Nazism had been de- 
feated and the swords beaten into plow- 
shares. 

But the citizens of America who 
read and think—and there are some 
left—reached a new low in morale 
when they learned of what happened 
in Pittsburgh, Pennsylvania, the great- 





*Professional writer of business articles, 
Washingten, D. C. 


est steel producing center in the world, 
and, incidentally, a city in which about 
as much ill will as steel has been pro- 
duced in the last year . 

Citizens of Pittsburgh who had to 
live through the devastating strike of 
3,200 employees of the Duquesne Light 
Company could not have been con- 
cerned more for the future of America 
than thoughtful persons living else- 
where who read of what happened and 
said to themselves: “It can happen 
here.” 

What happened at Pittsburgh before 
and during the strike of power com- 
pany workers was not just a strike. It 
was anarchy. It represented not a 
mere setback in labor relations. It was 
a clear, open breakdown of law and 
order. It was not only lack of considera- 
tion of the rights of others; it v"as bare- 
faced social injustice practiced on more 
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than 1,500,000 persons who had to 
take it and lump it. 


Obie Pittsburgh strike represented 
a threat not only to law and order 
in the greatest steel center in the na- 
tion, but to law and order all over the 
United States. If the challenge of a 
minority of labor union members 
working for one public utility in one 
American city is allowed to go un- 
answered by Congress, then it is in- 
evitable that one of these days Con- 
gress will find itself as impotent be- 
fore the gathering force of arbitrary 
labor power as the defenders of Hiro- 
shima were against the atom bomb. 
Although it was an independent 
union that called the strike, all unions 
in Pittsburgh sanctioned the walkout, 
by threat of mass strikes and possible 
violence. On September 23, 1946, de- 
spite the pleas of the political leaders of 
Pittsburgh and the wishes of hundreds 
of thousands of persons who wanted 
and needed electrical service, the 3,200 
members of the Independent Associa- 
tion of Employees of the Duquesne 
Light Company and associated com- 
panies went on strike. The union mem- 
bers voted overwhelmingly to strike de- 
spite the fact that the city officials had 
offered fair arbitration which officials 
of the power company had accepted. 
More important than all these rea- 
sons for not striking was a temporary 
injunction granted to the city officials 
by Judge Walter P. Smart, of common 
pleas court, against the union. The 
power strike had been called in spite of 
a no-strike provision in the union’s con- 
tract with the power company. It was 
called notwithstanding a signed arbi- 
tration agreement. It was carried out 
in the face of a preliminary restraining 
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order to which the president of the 
union, George Mueller, referred con- 
temptuously as a “scrap of paper.” 


O F course, at this juncture, the 
court had only one recourse. That 
was to hold Mueller in contempt of 
court. He was sentenced to one year in 
jail. He served one day. Subsequent 
events proved that Mueller was correct 
in his designation of the court order. 
It was a mere scrap of paper. 

Following Mueller’s contempt cita- 
tion, both the American Federation of 
Labor and Congress of Industrial Or- 
ganizations affiliates technically entered 
the picture in Pittsburgh. They sprang 
into action and began pulling sympathy 
strikes. AFL streetcar and bus opera- 
tors walked out. CIO steel workers, 
headed by Philip Murray himself, re- 
fused to work with “struck current.” 
Pittsburgh, already badly crippled, was 
about to be paralyzed. 

AFL and CIO influence went to 
work in Washington, D. C. The Jus- 
tice Department and the Labor Depart- 
ment, both of which had done next to 
nothing while the Pittsburgh strike 
was a-building, suddenly became busy 
with “investigations” as to whether 
the action of the Pennsylvania court 
might be a violation of the Norris-La- 
Guardia Act. 

At this point, in desperation and in 
hope, the city of Pittsburgh figurative- 
ly bent its official knee and in effect 
asked the union leader’s pardon for 
thinking of causing any trouble. The 
city went back into court and asked 
that the injunction be dissolved. The 
court agreed. The jailed leader was re- 
leased and promptly began to talk and 
act as if he were the king of Pittsburgh. 
He was perhaps almost right taking 
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THE PITTSBURGH POWER STRIKE 


that for granted. Anyway he thumbed 
his nose at the law and got away with 
it. 

If a company executive did that —! 
Remember the picture of the man be- 
ing carried out of his office by two 
soldiers ? 


V 7 HaT happened in the later days 


of the strike, from a legal and 
moral standpoint, was rather anti- 
climactic. The strike dragged on and 
on, with Pittsburgh citizens and resi- 
dents of outlying districts struggling 
along on half a loaf. After three 
weeks, the strike was still going, but 
there were definite signs of dissolution 
in the “solid front” the strikers had pre- 
sented. 

The scheming of other union 
leaders did as much to break the strike 
as any efforts on the part of the so- 
called “selfish” management. District 
50, John L. Lewis’ catch-all union, be- 
gan to enlist recruits from the inde- 
pendent union. A large bloc of the 
membership in the union repudiated 
Mueller’s leadership and called for ar- 
bitration of the issues. Still other 
strikers joined a small nucleus of super- 
visory employees and nonunion mem- 
bers who had remained on duty. Three 
instances of sabotage, supposedly by 
extremists among the strikers, marked 


e 


the first three weeks of the crippling 
strike. The AFL streetcar men and bus 
drivers, railing against the costliness of 
the strike, voted to return to work. 

There were evidences that the strike 
was gradually “petering out” and that 
the union, which had started so trium- 
phantly, would lose face. It was certain 
that Mr. Mueller, despite his success- 
ful defiance of the law, would no long- 
er be a hero to most of the members of 
his union. 


a be- strike ended on October 20th, 
after a devastating 27-day period. 
It was the first major public utility 
strike during the recent era of unrest, 
and it proved conclusively how very 
catastrophic a strike of power work- 
ers can be. In addition to the 3,200 
workers of the company who were will- 
ingly or unwillingly unemployed in 
Pittsburgh during the strike, there 
were an estimated 100,000 other em- 
ployees affected for varying periods. 
Most of the major steel-producing 
companies remained open, but many 
steel-fabricating companies had to cur- 
tail operations and lay off employees. 
More than $2,000,000 were paid out 
in unemployment compensation. Total 
losses in wages, sales, etc., were esti- 
mated authoritatively at $300,000,000. 
That is a big price for a community to 


“Tue Pittsburgh strike represented a threat not only to law 
and order in the greatest steel center in the nation, but to law 
and order all over the United States. If the challenge of a 
minority of labor union members working for one public 
utility in one American city ts allowed to go unanswered by 
Congress, then it is inevitable that one of these days Congress 
will find itself as impotent before the gathering force of arbi- 
trary labor power as the defenders of Hiroshima were against 


the atom bomb.” - 
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pay for the privilege of letting a few 
men prove that they are antisocial in 
temperament and, in effect, are above 
or beyond the law. 

Really, the strikers won nothing. 
They agreed to arbitration after caus- 
ing all these listed losses to themselves 
and to their fellow citizens. The arbi- 
tration to which they finally agreed had 
been urged upon them, and agreed to 
by management, before the strike 
started ! 

As David L. Lawrence, the Pitts- 
burgh mayor, pointed out on the day 
the strike ended: “The arbitration ac- 
cepted today is basically the same pro- 
posal available before the strike was 
called. We are learning the hard way.” 
It is to be hoped that the people are 
learning, even if they are learning the 
hard way, for if the citizens of America 
did not get the lesson of the Pittsburgh 
strike, the $300,000,000 economic 
waste involved is a total loss. If the 
people did learn a lesson, the huge 
waste cannot be counted as lost entire- 
ly, for it may help prevent similar 
waste in the future. 


Bb ipuse Pittsburgh power strike was 
as well publicized probably as any 
major catastrophe in American cities. 
Special reporters were sent to the city 
by many big-city newspapers. Edi- 
torials by the hundreds were carried in 
the nation’s newspapers. Virtually all 
of them deplored the irresponsibility 
exhibited by the union members in 
causing loss of markets to Pittsburgh 
manufacturers, untold inconvenience 
to the 1,500,000 citizens affected, and 
losses in payroll payments to tens of 
thousands of workers who were laid off 
as a direct result of the strike. 

One editor compared the plight of 
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strike-bound Pittsburgh with that of 
Mukden, the Manchurian steel center. 

“Mukden, with a postwar swollen 
population of more than 3,000,000,” 
he said, “has no piped water, no street- 
car transportation, and only a few 
feeble electric lights. In its once pre- 
tentious Shenyang Railway hotel, ele- 
vators run only occasionally, electric 
lights glow dimly spasmodically, and 
toilets are flushed infrequently. In this 
case the trouble is twofold. The 
Soviets during the period from Sep- 
tember through November last year 
[1945] stripped Manchuria of much 
of its industrial and power-generating 
equipment. Since then the Chinese 
Communist Army has cut power lines, 
blown up bridges, and otherwise slowed 
repair of the damage caused by the Rus- 
sians.” 


H°* declared that Pittsburgh and 
Mukden shared a common fate, 
but with one important difference ; that 
the Chinese in Manchuria were con- 
fronted with a menace from outside the 
nation—a stripping of facilities by a 
foreign power beyond their own con- 
trol; that, in the Pittsburgh case, Fed- 
eral, state, and local authorities were 
not plagued by outside influences ; that 
every factor in the situation was well 
within their control, yet they seemed 
to be powerless to act for the people. 

“Ts this not a sad commentary upon 
our nation ?” he continued. “Is it not an 
ironical reflection upon our Wagner 
Act—that much glorified Magna 
Charta that was to insure industrial 
peace? Is it not a disgraceful spectacle 
to present to a war-sick world which 
is looking to the United States for 
leadership and guidance toward peace 
and stability ?” 
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Threat of Wholesale Strike 


cen? law would have prevented the Pittsburgh catastrophe if the 
CIO and the AFL and other unions had gone through with their 
threat to close down the city if the common pleas judge’s injunction. re- 
mained. This threat of wholesale strike was more powerful than the law, 
as it always will be until the overwhelming majority of the American 


people see the menace of such threats to the common welfare. 


+3 





The answer to this editor’s ques- 
tions, by most people, would probably 
be: “Yes!” But the much bigger ques- 
tion is: What can be done about it? 

Congress has had innumerable op- 
portunities to pass a Federal act that 
virtually would outlaw strikes by pub- 
lic utility employees, whether the utili- 
ties were owned by municipalities or 
private companies. It had a chance to 
act every time it held a session. 


‘T HE President had a chance to fos- 
ter and sign a bill that would help 
make such strikes impossible. It came 
when the Case Bill passed the Senate 
last May. During committee considera- 
tion of this bill a clause relating to pub- 
lic utility strikes was sponsored by 
Senators Taft (R.-Ohio), Ball (R.- 
Minn.), Smith (R.-N. J.), Ellender 
(D.-La.), Hatch (D.-N. M.), and 
Byrd (D.-Va.). It provided that “when 
a labor dispute affecting commerce, in- 
volving a public utility whose rates are 
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fixed by some governmental agency,” 
cannot be settled under the general pro- 
visions of the Case Bill, the President 
would create an emergency commission 
to investigate such disputes. This com- 
mission must confine its recommenda- 
tions to “wages, hours, and working 
conditions.” (In other words, it could 
not go into extraneous matters, such as 
the public ownership issue, which was 
involved in the threatened New York 
city subway strike last winter.) The 
commission would report within thirty 
days from the date of its appointment. 
This time could be extended for an ad- 
ditional thirty days by the President. 
Actually compulsory arbitration would 
not, however, be required. During the 
cooling-off period, all parties to a pub- 
lic utility labor dispute would have to 
continue operations until five days 
after the commission report. This 
clause was lost in the final draft of the 
bill as it cleared both houses, chiefly 
because of administration opposition. 
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President Truman vetoed the Case 
Bill. If that bill, with that clause, had 
been in effect, the odds against the dev- 
astating Pittsburgh strike would have 
been much greater. 


oo can be little doubt but that 
the Pittsburgh strike provided 
ample ammunition to those forces 
favoring compulsory arbitration of 
utility labor disputes by Federal 
statutes and otherwise. It is probable 
that Senator Joseph H. Ball (R.- 
Minn.) and other legislators will in- 
troduce antiutility strike bills in the 
new Congress. They might use as a 
legal basis the same arguments used by 
the city of Pittsburgh when it obtained 
the injunction against the independent 
union—that utility labor should sub- 
mit to regulatory control in the public 
interest, just as capital invested in pub- 
lic utilities is now subject to special 
control from the standpoint of profits 
and management under Federal and 
state commission regulation. 

These proponents of compulsory ar- 
bitration will have strong, logical argu- 
ments—aside from legal arguments— 
to present to the people in favor of such 
legislation. Pittsburgh gave them a 
No. 1 example of how a public utility 
strike hurts not only the management 
of a specific utility, but thousands of 
other union and nonunion workers, not 
to mention independent businessmen 
and the very families of the strikers 
themselves ! 

But before Congress acts decisively 
on the issue of public utility strikes, it is 
axiomatic that the public itself is going 
to have to be awakened. Utility com- 
panies might consider whether they 
could help to awaken the public on this 


issue simply by seeing that their cus- 
tomers are aware of what happened at 
Pittsburgh and the stake of the average 
American in such events, 


s be truth is, the American public 
still is apathetic about labor legis- 
lation and labor reforms, although it is 
obvious that more and more people are 
becoming interested. It is possible, in 
the judgment of most informed observ- 
ers today, for Congress to enact effec- 
tive new labor legislation ; but laws will 
be only “scraps of paper,” to use the 
Pittsburgh labor leader’s phrase, un- 
less the overwhelming majority of the 
people believe laws should be enforced. 

No law would have prevented the 
Pittsburgh catastrophe if the CIO and 
the AFL and other unions had gone 
through with their threat to close down 
the city if the common pleas judge’s 
injunction remained. This threat of 
wholesale strike was more powerful 
than the law, as it always will be until 
the overwhelming majority of the 
American people see the menace of such 
threats to the common welfare. 

It is not hopeless for public utility 
management — and all _ informed, 
thoughtful citizens—to work for bet- 
ter law. But the prime goal of their ef- 
forts in America in the immedate years 
to coine must be educational. The peo- 
ple—union members, nonunion mem- 
bers, farmers, students, teachers, all 
others—have to learn that the law can- 
not and must not be flouted with im- 
punity. They can be taught this lesson. 
They can be made to see that when the 
law is flouted, everyone eventually suf- 
fers—even those who flout the law. 

The Pittsburgh strike is a good il- 
lustration of this truth. 
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The Utility Picture at the State 
Capitals for 1947 


In anticipation of the biennial sessions in 1947 of the 
state legislatures, there is presented herein a brief sum- 
mary and comment upon the possibilities and probabili- 
ties with respect to new legislation affecting utilities. 


By RALPH S. CHILD* 


N January, 1947, 44 out of the 48 

states will hold their regular bien- 

nial sessions of their respective leg- 
islatures. It is actually the first real 
postwar meeting for the great major- 
ity of these state lawmakers. It need 
hardly be said that there has accumu- 
lated quite a backlog of state legislative 
problems arising out of the growing 
pains and adjustments of the recon- 
version period. 

While public utilities can expect 
their share of attention during these 
state sessions, it is hardly likely that 
they will get anything like the special 
legislative treatment which touched on 
their interest during the years before 
the war, when public utility regulations 
and public ownership of utilities were 
active “isms” throughout the states. 
The inspirational source of many of 


* Associate editor, Pusric Utiities Forr- 
NIGHTLY. 


those bills in the state legislatures, dur- 
ing the late Thirties, was in various 
Federal departments and agencies in 
Washington, D. C. 

With the possible exception of the 
Rural Electrification Administration, 
this inspirational source has become in- 
active, or, in any event, much less ac- 
tive in recent years. No longer do the 
legislative aids of the Interior Depart- 
ment, for example, draft federally ap- 
proved models such as the so-called 
“Ickes laws’’—a series of uniform state 
bills to establish and permit more pub- 
lic power activity—which were con- 
sidered by many state legislatures dur- 
ing the biennial years, 1935 and 1937, 
and approved by several of the states in 
whole or in part. 


BE” even though the Federal govern- 
ment seems less actively interested 
in the way the state laws are written 
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with respect to public utility questions, 
certain substantial problems in the 
field are bound to challenge the atten- 
tion of the state legislatures—without 
any prompting from Washington. 
There follows a general list of subjects 
under this classification which are thus 
likely to produce some new bills, if not 
some new laws, in the state capitals 
during the year of 1947. 

As these lines were written, no rec- 
ord of bills actually introduced or in 
prospect was available for a state-by- 
state check. The following list must 
therefore be in the nature of a guide on 
what to expect, rather than what is ac- 
tually in the process of happening. 


Tax exemption of codperatives 

© and public agencies. There was a 
considerable amount of spotty agita- 
tion on this subject during the legisla- 
tive biennial of 1945, but relatively 
few bills actually reached the voting 
stage. There is today, however, more 
steam behind the general movement to 
make public agencies engaged in private 
business operations and coOperatives 
bear their fair share of the tax load. 
The work of the National Tax Equal- 
ity Association and business organiza- 
tions, in spreading the complaint 
against unfair business competition 
and unfair tax-load distribution, is be- 
ginning to have effect. 

In the middle and northwestern 
states the sentiment in favor of remov- 
ing tax exemption is reported to be on 
the increase as the codperatives and 
public power agencies have consoli- 
dated their position and are showing 
larger dollar volume operations. There 
is also concern being felt for the re- 
moval of property from the state and 
county tax rolls as the result of the ac- 
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quisition by public agencies of utility 
properties previously operated by tax- 
paying private companies. 

Bills to remove the tax exemption 
of coOperatives, therefore, can be ex- 
pected, especially in the Middle West 
area of the states, including Ohio, In- 
diana, Illinois, Wisconsin, Iowa, and 
Nebraska, Similar bills are likely to ap- 
pear here and there in the legislatures 
of other states. 

The National Rural Electric Co- 
Operative Association, through its re- 
gional groups, will emerge as the cham- 
pion defender of the codperatives— 
with at least the spiritual, if not 
avowed, assistance of the Federal Ru- 
ral Electrification Administration. 


2 More regulation of REA co-ops 
e by commissions. There appears to 
be a growing feeling in some states that 
rural electric codperatives, financed by 
loans from the Federal REA, are, as 
a matter of fact, operating as public 
utilities, and consequently should be 
subject to the regulations of the state 
public utility commission, at least, or to 
supervision over their rates and serv- 
ice. In a number of states such laws 
are already in effect, and the indica- 
tions are that bills covering similar re- 
quirements will be proposed in other 
state legislatures at this session.* The 
fact that many REA codperatives are 
paying out their indebtedness to the 
Federal government ahead of schedule, 
thereby hastening the day of their in- 
dependent operations, accentuates the 
agitation to regulate these utilities 
which would otherwise be without any 
form of public control. 

*See article, “Can the State Commissions 
Regulate REA Co-ops?” by Francis X. Welch, 


Pustic UTILITIES ForTNIGHTLY, Vol. 
XXXVIII, No. 10, page 588, November 7, 1946, 
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State utility commission laws. 
e There does not seem to be antici- 
pated much change in the purely regu- 
latory phases of the laws under which 
the state utility commissions function. 
It is possible that, in some states, bills 
may be introduced to establish “origi- 
nal cost’’ as a utility valuation and rate 
base requirement. As this is required 
of all utility companies subject to Fed- 
eral Power Commission supervision as 
to their systems of accounts, it has been 
adopted by many state commissions in 
their practices. As the competition on 
the sale of appliances reappears, some 
of the old sentiment to bar utilities 
from “merchandising” may awaken, 
but actual state laws are unlikely. 


State conservation laws for natu- 
4. ral gas. In the principal natural 
gas-producing states there will un- 
doubtedly be introduced in the leg- 
islatures, bills calling for stricter 
measures of conservation of this prod- 
uct. There has been much agitation, es- 
pecially in certain southern and mid- 
continent states, where gas is released 
with the production of oil for conserv- 
ing the gas now burned in flares. Con- 
servation measures to curtail this waste 
are already in effect in Louisiana, and 
in Texas and Oklahoma the adoption 
of more rigid conservation measures 
is being urged by state authorities. 
There may also be a demand for leg- 
islation, in some of the natural gas- 
producing states, to limit the transpor- 


e 


tation of gas to other states, due to the 
desire to conserve this natural resource 
for the use of local industrial develop- 
ment. In Louisiana there is a strong 
sentiment against the export of gas to 
other less favored sections, and in 
Texas it has been urged that the natural 
gas produced there be retained in the 
state for the use of chemical and other 
local industries. 

The recent coal strike served to 
awaken greatly increased appreciation 
in middle western and northeastern 
states of the desirability of natural gas 
as a fuel, and already steps are being 
taken to augment pipe-line facilities so 
as to add to the available supply of 
natural gas in these sections. A re- 
action to this added flow of gas out of 
the producing states may be the intro- 
duction of bills in those state legisla- 
tures to assure stricter conservation 
measures, 


Interstate compacts for natural 
¢ gas. During the Federal Power 
Commission’s natural gas investiga- 
tion, a very definite stand was taken 
by state officials and representatives of 
the industry in the producing states, 
against interference by Federal agen- 
cies in matters which were declared to 
be strictly local. Almost universal was 
the sentiment in protesting the exten- 
sion of FPC powers which would in 
any way give it jurisdiction over pro- 
duction, marketing, or end use of 
natural gas. 


“BILLS to remove the tax exemption of codperatives ...can 
be expected, especially in the Middle West area of the states, 
including Ohio, Indiana, Illinois, Wisconsin, Iowa, and Ne- 
braska. Similar bills are likely to appear here and there in the 


legislatures of other states.” 
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It is not unlikely that this strong 
local feeling may result in the intro- 
duction of bills in the legislatures of 
those states to authorize the organiza- 
tion of an Interstate Natural Gas Com- 
pact, similar in powers and activities 
to the Interstate Oil Compact. The lat- 
ter has functioned for several years, 
and is understood to have been signal- 
ly successful in the adjustment, by 
mutual agreement, of a variety of prob- 
lems of moment to all of the states 
which are members of the compact. 


Compulsory arbitration for utility 
e strikes. The wave of strikes which 
has upset utility service in many sec- 
tions of the country has produced wide- 
spread demand for the passage of laws 
to make it illegal for employees of such 
essential services to strike. The stop- 
page of telephone service in the na- 
tion’s capital last spring, and the 28- 
day strike of Duquesne Light Com- 
pany workers in Pittsburgh in the fall, 
as well as transit tie-ups in several 
cities, have all brought home to the 
public how dependent life is upon con- 
tinuous service of electricity, gas, 
transportation, and communication. 
The bill passed by the New Jersey 
legislature at its 1946 session—the first 
of its kind in the country—may be the 
pattern for other states. It provides for 
cooling-off period and mediation board 
investigation. A period of sixty days 
is required through which negotiations 
must continue. If no agreement is 
reached, and a strike is called, the state 
has the power to take over and operate 
the plants. This law has worked suc- 
cessfully, as told by New Jersey’s Gov- 
ernor Walter E. Edge in the July 18, 
19456, issue of Pusiic UTILITIES 
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In Virginia, in advance of the cur- 
rent special session of the state legisla- 
ture, Governor Tuck has recommended 
to the Virginia Advisory Legislative 
Council two bills, one to outlaw strikes 
in public utilities and the other to guar- 
antee a “right to work” regardless of 
membership in a union. In submitting 
these proposals to the council, the gov- 
ernor said, with reference to utility 
strikes, “Since the threatened strike at 
the Virginia Electric & Power Com- 
pany last March, a great deal of 
thought and study have been given to 
the subject of state legislation which 
would be effective in regulating labor 
relations in public utilities and pre- 
venting interruptions or suspensions 
in their operations.” 

Recalling the approval, not only in 
Virginia but throughout the country, 
of the governor’s forthright action in 
the threatened strike he referred to, it 
is to be expected that the Virginia leg- 
islature will pass laws to deal specifi- 
cally with utility strikes. It may be 
noted that the story of “How a Gov- 
ernor Stopped a Threatened Utility 
Strike” was graphically told by Gov- 
ernor Tuck in the August 29, 1946, 
issue of this magazine. 

As a practical matter, it should be 
borne in mind that actual, rigid “com- 
pulsory arbitration” by law will not 
provide the solution to labor difficul- 
ties in the utility field. If strikes by 
utility workers are outlawed by statute, 
with provisions for cooling-off periods 
and mediation, the logical result may 
well be “arbitration,” but of a volun- 
tary nature. 

It is apparent that there is develop- 
ing an increasing sentiment, in the dis- 
cussions of this subject, for the adop- 
tion of measures which, while making 
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THE UTILITY PICTURE AT THE STATE CAPITALS FOR 1947 








Intrastate Aviation 


cé HE rapidly expanding airway services in many states pro- 

vide a new form of transportation which, in intrastate op- 

erations, is already under state regulatory officials of 27 states. In 

all but 3 of these states, this authority 1s vested in the public service 

commission which has general regulatory supervision over other 
classes of transportation companies.” 





utility strikes illegal, will provide the 
means whereby any differences in ques- 
tion are to be settled by agreement. 
And, such agreement to be mutually 
arrived at, preferably through the 
joint negotiations by representatives of 
the management and the workers of the 
company where the differences have 
arisen. The end result then may be ar- 
bitration, but it will be voluntary, on 
the part of both labor and management. 


State and municipal taxes will be 
7 higher. Recent surveys indicate 
that the large expenditures contem- 
plated by states and cities for public 
works—among them are airports, 
veterans’ housing, hospitals, schools, 
sanitation, and highways—will mean 
substantial increases in the tax burden. 
It is also reported that various cities 
find themselves in fiscal difficulties, and 
will have to receive state financial aid 
to enable them to carry out some of 
their public improvements. This, in 
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turn, can result in bills being introduced 
in some state legislatures seeking au- 
thority for the levying of additional 
taxes upon corporations. 

It seems to be a general condition 
that cities, as well as corporate business 
concerns, are confronted with mount- 
ing costs, and they are seeking more 
income through higher taxes. In De- 
cember it was reported by Interna- 
tional City Managers Association that 
a survey showed that, of 17 cities 
queried, nearly all were curtailing im- 
provements because of almost 100 per 
cent increases in building costs. And, 
significantly, the statement added that, 
despite these curtailments, more than 
half of the 17 cities surveyed had to 
boost taxes to meet current costs. 

That utilities will be looked to for 
part of these anticipated increases in 
tax receipts is indicated in a recent 
statement of Charles F. Conlon, execu- 
tive director of the Federation of Tax 
Administrators, that city revenues 
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could be increased “by giving munici- 
palities the power to tap their own tax 
resources,” and he cited the public 
utility field as a logical tax source. 

As an illustration of such steps 
which may be in prospect, word comes 
from Texas that a bill is to be intro- 
duced in the coming sessions of the 
state legislature to put an occupation 
tax upon natural gas transmission lines 
in that state, designed to raise $30,- 
000,000 to $50,000,000 annually. The 
income would be alloted one-fourth to 
schools and three-fourths to a farm- 
to-market road program, Texas now 
levies a severance tax on natural gas, 
5.2 per cent of market value at the 
well, which brings the state about $4,- 
000,000 annually. 


State regulation of intrastate avia- 

e tion. The rapidly expanding air- 
way services in many states provide a 
new form of transportation which, in 
intrastate operations, is already under 
state regulatory officials of 27 states. 
In all but 3 of these states, this au- 
thority is vested in the public service 
commission which has general regula- 
tory supervision over other classes of 
transportation companies. 

With the increasing appreciation of 
the spread of this type of transporta- 
tion, there will likely be an urge in 
those states where it is not under local 
regulation to take legislative steps to 
place the airway companies engaged in 
intrastate business under state regula- 
tion the same as other transportation 
companies. 


Q Modernization of motor vehicle 
* laws. Bills will be introduced, it is 
expected, in the forthcoming sessions 
of many state legislatures for moderni- 
zation of regulation as to motor car- 


rier weight and size. The national as- 
sociations of state public utility, high- 
way, and motor vehicle administrative 
officials have given support to such 
bills. 

There will also be pressed, on a 
broad front, measures seeking the re- 
moval of tax barriers impeding high- 
way transportation. At its recent an- 
nual meeting, the American Associa- 
tion of Motor Vehicle Administrators 
urged that states, not already providing 
for reciprocity, consider bills to assure 
complete recognition by any state of the 
vehicle licenses and fees paid by the 
owner in any other state. Also called 
for was the abolition of barriers con- 
sisting of restrictive state mileage 
taxes, ports of entry, and special levies 
hampering the movement of motor 
carriers in interstate commerce. 


l Restrictive legislation. In al- 

e most any state it can occur, 
when the legislature is in session, that 
some member comes forward with pro- 
posals to put restrictive legislation on 
the books, directed especially at one or 
more of the various types of utilities 
supplying services within the state. 

Inasmuch as it is only a human re- 
action to say “there ought to be a law,” 
and since members of state legislatures 
are only human, it will not be surpris- 
ing if bills are introduced, for instance, 
to limit the rate of return for utilities, 
or to force upon them taxes of a 
special nature, in addition to those to 
which they are already subject. It is 
not likely, however, that such bills will 
gain sufficient approval to become en- 
acted. 

In support of this view may be cited 
the mounting costs which all types of 
utilities are having to meet in rendering 
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their services. This problem is not con- 
fined to any one section but is one 
which affects utilities in all parts of the 
country. It is the natural result of the 
march of inflation, bringing increased 
payrolls, higher costs for fuel, ma- 
terials, and equipment, and added taxes 
—all boosting the operating costs of 
these companies which supply essential 
services. 

The logical outcome of this inflation- 
ary spiral is that the utilities, many of 
them, will be seeking rate increases to 
offset these higher operating costs. Al- 
ready this movement is on. Telephone 
companies in several states have ap- 
plied to the utility commissions for rate 
increases, which are being granted. 
Rate increase pleas also are expected 
for gas and transit companies. 

The effects of inflation are so uni- 
versal, and the impact of rising costs 
upon utilities is so plainly evident, 
that the state commissions generally 
will probably view the question of rate 
increases in a practical way. And, too, 
it may be doubted if they will look with 
favor upon proposals of restrictive 
legislation which would not only place 
added burdens upon utilities in these 
difficult days, but which would handi- 
cap them in efficiently providing their 
essential services. 


prea sege the many and diverse 
questions facing the country in 
these reconversion days, together with 
the convening of the new Congress, 
whose discussions will furnish a sound- 
ing board for the entire nation—es- 
pecially upon the labor situation and the 
recurrence of strikes affecting the 
safety and health of the people—it may 
be expected that all these things will 
have their influence upon the outlook 


and deliberations of the state legisla- 
tures at their forthcoming sessions. 

It would seem to be logical to expect 
that the utilities, supplying as they do 
those services which have become so 
essential to the daily life of this coun- 
try—in the homes and on the farms, in 
commercial business, and in industry 
—will meet, perhaps, with more atten- 
tion than usual in these state legislative 


debates. 


STATE LEGISLATURES CONVENING IN 1947 


State Begins Meets Days 
Alabama January Biennial60 
Arizona 7 - 2 
Arkansas “60 
California 4 “ No limit 
Colorado : ws a ss 
Connecticut “s Approx. 

“6 months 
Delaware $i “ 60 
Florida ; : 60 
Georgia a “ 
Idaho 6 o 
Illinois 3 “6 months 
Indiana “s « @& 
lowa 7 “ No limit 
Kansas ‘ * 2 
Maine a “100 
Marvland 2 “ 
Massachusetts 25 Annual No limit 
Michigan ; Biennial ‘ - 
Minnesota ss ~ 
Missouri " “ No limit 
Montana ” - 
Nebraska 4 “ No limit 
Nevada - @ 
New Hampshire “ “ No limit 
New Jersey ” Annual “ “ 
New Mexico yi Biennial60 


New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 


Annual No limit 
Biennial “ ’ 
PP 


“ No limit 

“ 60 or more 

“ 3 

“No limit 
Annual Paid for 60 


South Dakota si Biennial60 
Tennessee * ee 
Texas ¥ “No limit 
Utah we “60 
Vermont — “ No limit 
Virginia 03 Special 
Washington 4 Biennial60 

West Virginia ™ “60 
Wisconsin ‘ “ No limit 
Wyoming = os 


Note: In Kentucky, Louisiana, and Mississippi 
regular legislative sessions are in 1948. 
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A Scare for REA 


N OBODY seems to know for sure who 
started the recent talk about a 
Republican plot to abolish the Rural Elec- 
trification Administration, But the most 
likely explanation is that it all began with 
a somewhat pessimistic interview which 
a radical publication purported to have 
had with Representative Taber (Repub- 
lican, New York), chairman of the House 
Appropriations Committee. The gist of 
the published report was that certain in- 
fluential Republican leaders were out to 
knock off the REA, lock, stock, and bar- 
rel. From then on the story gathered 
momentum, 

One of the numerous “Washington 
letters” going to the general business 
community, for example, passed it along 
with the comment that a real fight is in 
progress, in the current session of Con- 
gress, to abolish REA. A few of the REA 
officials and hired help took unofficial 
notice of these rumors and began making 
nervous inquiries around Capitol Hill. 
Clyde Ellis, executive manager of the 
National Rural Electric Codperative As- 
sociation, promptly undertook to organize 
a special lobby campaign, based on Ta- 
ber’s alleged remarks. Ellis solicited all 
his members and their contacts to write 
to their Congressmen, and even fur- 
nished the text of what they should say to 
persuade their Representatives to spare 
the REA tree and branches. 

But now it all boils down to something 
of a false alarm, Representative Taber’s 
office insists that the Congressman never 
made any such comments or predictions 
about the continued existence of REA. It 
appears, in other words, that there are 
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Washington and the 


Utilities 


no serious designs on the life of that 
agency in the cards for 1947, or longer 
than that. 


_— the New York Representa- 
tive was probably talking about was 
the likelihood that REA will have to take 
a couple of hitches in its belt, just like all 
the other agencies, after the prospective 
GOP economy ax does its work. This 
was not news. Nobody at REA ever 
expected anything different. As a matter 
of fact, when one looks at the REA stat- 


ute it can easily be seen that, purely from. 


a technical standpoint, Representative 
Taber’s committee would hardly have the 
jurisdiction to do away with REA, even 
if it were so minded. It is doubtful if the 
Appropriations Committee could even 
restrict the use of REA funds for gen- 
erating facilities — one of the points 
raised in the Ellis communication, That 
might be called substantive legislation, 
which would have to clear through the 
House Agriculture Committee, headed by 
Representative Clifford R. Hope of 
Kansas, a good friend of REA. 

REA started out as a “term life” lend- 
ing agency, just as Reconstruction Fi- 
nance Corporation. This meant that when 
a particular term of a statutory life ex- 
pired, it would have to be renewed by an 
affirmative act of Congress—a situation 


which is now facing RFC, incidentally, | 


and giving that agency plenty of worry. 
But a couple of years ago, when REA’s 
original life term of ten years was ap- 
proaching its end (through fiscal year of 
1946), Congress passed an amendment 
to the Rural Electrification Administra- 
tion Act, which made REA independent 


ae ne ed 


of any particular term life, but made its | 


102 





E] 

/ 
that | 
of thi 
gas u 
facili 
ment 
Senat 
in the 
years, 
respec 





oe Meee Oe ee 0 el ee 


ont 


WASHINGTON AND THE UTILITIES 


activities subject to year-to-year appro- 
priation by Congress. This put REA in 
a somewhat safer tactical position, since 
Congress always would have to appro- 
priate at least a certain amount of money 
for administrative expenses—if for no 
other purpose than to supervise the re- 
payment or liquidation of outstanding 
REA loans. 

Aside from that, however, REA has 
been politically popular among both Re- 
publican and Democratic members, and, 
while its appropriations may be cut down, 
it is hard to visualize the 80th Congress 
cutting them out entirely. But the hand 
that controls the purse strings can exer- 
cise considerable influence on internal 
REA policies. For this reason, REA 
officials are looking over their existing 
organization with an eye to perfecting a 
little better “liaison” with the new Re- 
publican Congress. There is even talk 
that several REA top level personalities, 
whose forthright comments and activities 
have not exactly endeared them to the 
political opposition, may be pondering 
the advisability of shifting their en- 
deavors to other vineyards. 

If the Agriculture Appropriation Bill 
emerges from the Appropriations Com- 
mittee with any sort of a substantial ap- 
propriation for REA included, there 
would be no particular reason for a 
shake-up, for a while anyhow. It may boil 
down to a question of whether REA can 
get more appropriation money from 
Congress, with or without changing the 
guard. 

* 


Special Oil-gas Group to 
Continue 


ENATOR Edward H. Moore, Okla- 

homa Republican, has announced 
that he is going to press for continuation 
of the special Senate committee on oil and 
gas utilization, because of “the need to 
facilitate further the relaxing of govern- 
mental controls in the war industry.” 
Senator Moore, who was a leading figure 
in the Oklahoma oil business for many 
years, probably will be listened to quite 
respectfully on this subject, when he 
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addresses his senatorial colleagues. 

Moore’s advice is at variance with the 
claims of Senator Joseph C. O’Mahoney, 
Wyoming Democrat, that there is no 
longer need to continue the committee 
which he himself headed in the 79th 
Congress. O’Mahoney said that most of 
the government-industry problems in the 
field had been ironed out and that the re- 
mainder could be handled by standing 
committees of the Senate. While the 
Oklahoma Senator’s concern seemed to 
be directed principally toward over-all 
Federal policy regarding oil, it is quite 
likely that any question as to the per- 
manent disposition of the Inch pipe lines 
might fall within its province. 

Senator O’ Mahoney, it will be recalled, 
showed considerable interest in conserva- 
tion and other Federal policies regarding 
natural gas. If the Federal Power Com- 
mission in its forthcoming natural gas 
investigation report should make impor- 
tant legislative recommendations along 
this line, the Moore group naturally 
would be interested. 


¥ 


That Puzzling Labor Bill 
Sb: 80th Congress will have its pick 


of both Republican and Democratic 
bills in the House of Representatives, if 
it decides to legislate compulsory arbitra- 
tion in public utility disputes. On the 
majority side of the aisle, Representative 
A. L. Miller, Republican of Nebraska, 
has prepared a bill for “compulsory 
mediation of disputes in industries affect- 
ing the general public welfare.” These 
would include transportation, communi- 
cation (telephone, telegraph, radio), pub- 
lic utilities, and so-called “health serv- 
ices.” 

Representative Miller also proposes 
to amend the Anti-injunction Bill 
placed on the statute books through the 
efforts of another Nebraska lawmaker, 
the late Senator George W. Norris. 
Miller’s amendment would permit the 
government to get an injunction when it 
has taken over an industry because of a 
strike or a threatened strike. 

On the Democratic side of the aisle, 
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Representative Howard W. Smith of 
Virginia has prepared a bill which would 
go somewhat further than Representative 
Miller’s measure. It would outlaw 
strikes in public utilities and require that 
“all collective bargaining contracts in- 
volving public utilities or industries es- 
sential to public health and safety pro- 
vide arbitration of all contract differences 
without cessation of operation.” That is 
only one of the Smith Bill proposals, 
which has nine points. Among other 
things it would outlaw industry-wide 
bargaining, foremen’s unions, closed 
shop, mass picketing and other strike 
violence, secondary boycotts, and sym- 
pathy strikes. It would require registra- 
tion of unions and revise the anti- 
Petrillo Bill so as to apply it to all in- 
dustry instead of just radio broadcasting 
stations. 

Veteran observers in the nation’s 
capital think that Congress eventually will 
write a bill somewhat milder than either 
the Miller or the Smith measures, or their 
opposite numbers in the Senate. Labor 
unions are not expected to make much of 
a fight against proposals to outlaw sec- 
ondary strikes, boycotts, and jurisdic- 
tional disputes. They probably will make 
some formal resistance to union responsi- 
bility and contract enforcement pro- 
posals. 

But they will fight any compulsory 
arbitration or anticlosed shop provisions 
to the last ditch. 


NE thing that puzzles the Washing- 

ton observers and the Congressmen 
on the scene is the continued reticence of 
the labor leaders to open up and say just 
how far they will go in rewriting the 
nation’s labor laws. Some of the news- 
papermen who have talked confidentially 
with the big labor union chieftains say 
that they are resigned to some kind of a 
law, and are really scared of the conse- 
quences. They know it is going to be bad 
medicine. 

But if that were true, the labor leaders 
so far have given no outward sign of 
their willingness to make any concession. 
If they are resigned to a revision of Fed- 
eral labor laws, it would seem to be smart 
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for some of the labor people to try to 
crash the party and help Congress rewrite 
the laws in a less hostile spirit. Certainly, 
remaining sulkily on the outside, and re- 
fusing to admit that anything should be 
changed whatever, is not going to make 
the final draft any more palatable. But 
perhaps the top union leader level simply 
has not yet decided on its strategy and 
meanwhile prefers to play its cards close 
to its vest. 


> 


Gwynne Bill Off to a Fast Start 


t- labor law change that is likely to 
go through ahead of all the others is 
the Gwynne Bill to fix a statute of limita- 
tion on back pay or damage suits against 
employers growing out of the Fair Labor 
Standards Act. 

Additional impetus was given to the re- 
vival of the Gwynne Bill by the Supreme 
Court decision upholding portal-to-portal 
pay and the epidemic of suits for back 
claims which the unions have since filed 
against many employers. 

The Gwynne Bill is in a position to 
make a fast getaway because it was passed 
by both the House and the Senate in the 
79th Congress and merely tripped on the 
eleventh-hour log jam because of the 
failure of the two chambers to get togeth- 
er on a conference reference. Senator 
Wiley, chairman of the Senate Judiciary 
Committee, already is prepared to give 
prompt consideration to the Gwynne Bill, 


which was actively supported in the last | 


session by the United States Independent 
Telephone Association. A new version 
of the Gwynne Bill also may specifically 
outlaw retroactive portal-to-portal pay 
claims to prevent the recent Supreme 
Court decision from doing too much dam- 
age to a number of industries, particular- | 
ly smaller companies. 
Because of the nature of their opera- 
tions public utility companies are not] 
especially concerned with portal-to-por-} 
tal type of back wage suits, Enactment} 
of the Gwynne Bill would, however, re- 
move the annoyance and danger of other} 
ancient claims based on alleged violation} 
of the Wage-Hour Law. ; 
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Exchange Calls 


And Gossip 


Western Union Rates 


Boosted 10 Per Cent 


HE Federal Communications Com- 

mission, in a 5-to-1 decision, has 
allowed Western Union to raise its inter- 
state rates, commercial news rates, and 
interstate money order charges, which 
will mean about a 10 per cent increase in 
message rates, and an additional $8,500,- 
000 in annual revenues. The commis- 
sion acknowledged the urgency of West- 
ern Union’s need for more income, but 
commission member Clifford Durr dis- 
sented sharply. He declared in a separate 
opinion, “Western Union’s . . . financial 
salvation certainly does not lie in making 
its competitive position even worse in 
relation to long-distance telephone and 
air mail.” 

The new rates go into effect the day 
after the company files revised tariffs 
with the commission. Actually the com- 
mission approved a permanent 20 per 
cent increase, making permanent the 10 
per cent boost granted last June, and 
adding another 10 per cent. The company 
had averred that it was losing $22,000 a 
day, and had been doing so for more than 
a year. The commission opinion stated, 
“Western Union faces a real emergency, 
and the sound course for it to follow in 
the immediate future is not clear.” 

Speculation in Washington over what’s 
to be done with the tottering telegraph 
industry boils down to two alternatives: 
government ownership and operation, or 
integration with the telephone industry. 
Prevailing Washington winds would 
seem to swing the vane in the direction 
of private ownership instead of public. 
One interesting angle in the recent West- 
ern Union hearings was the appearance 





of a Tennessee public service commis- 
sioner, who urged the FCC to experi- 
ment in a limited region with extremely 
low telegraph rates to test the economic 
theory that the volume of messages 
would vastly increase if charges were 
low. The FCC took the commissioner’s 
suggestion under advisement. 


¥ 


Regional Trend Seen 
In Telephone Rates 


N the rate front, a trend toward 
regional codperation among state 
utility commissions was noted as south- 
eastern state commissioners talked about 
conferences on the rate increase peti- 
tions. The Kentucky commission delayed 
final action on Southern Bell’s application 
pending the meeting of neighbor com- 
missions. Perhaps significantly, six Ken- 
tucky townships withdrew their protests 
after hearing company arguments on rate 
requirements. Higher rates in the state 
went into effect on January 11th, in ac- 
cordance with state law. Another state 
statute in Iowa permitted Northwestern 
Bell to raise its intrastate rate without 
filing with any state regulating agency. 
Thirty-six independent telephone com- 
panies were told to file new rates in Wash- 
ington state, based on their own estimate 
of needed increases, after two series of 
hearings last year. The regional motif 
was believed applicable also to similar 
applications for rate increases in New 
England and the Rocky Mountain states. 
Integration of rates between independ- 
ent and Bell company systems has now 
been completed in Oregon. An agree- 
ment between Pacific Telephone & Tele- 
graph Company and the West Coast 
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Telephone Company, largest independent 
in the state, calls for the elimination of 
extra charges when a call goes through 
both systems. 

* 


Telephone Priorities 
Off Control List 


"sce companies the country 
over constituted their own priority 
systems for installing much-needed facili- 
ties, following the end of government 
controls over telephones. The Civilian 
Production Administration revoked its 
order “U-2” as of December 31, 1946. 
Controls had actually been retained until 
that date at the request of telephone com- 
panies that still face a backlog of 2,500,- 
000 unfilled orders for telephone service. 
The original priority system was set up 
four years ago by the War Production 
Board, and established precedence will 
undoubtedly be continued by the indus- 
try. 

Supply of new telephone equipment 
won’t meet demands for some time, and 
waiting lists are still growing rather than 
decreasing. The shortage is greatest in 
central office and cable facilities, where 
demands might not be met for more than 
a year. 

Conversion of urban and suburban 
telephones completely to dial opera- 
tion is the high light of several improve- 
ment plans advanced by telephone com- 
panies in Chicago, San Francisco, and 
Seattle. Elimination of manual opera- 
tion in all cases will not cause the release 
of any permanent employees, since dial 
conversion is only part of the expansion 
proposed. Large construction projects 
also are listed on company agenda. 

A 2-year plan of Pacific Telephone 
& Telegraph Company will convert the 
entire Bay area of San Francisco to dial 
telephone use. Erection of 9 new build- 
ings and additions to 13 existing build- 
ings will be required to complete the proj- 
ect. Approximately 25 per cent of the 
city’s population is still on manual opera- 
tion. Gross plant additions in San Fran- 
cisco and the surrounding area are ex- 


pected to total about $130,000,000 in 
JAN. 16, 1947 


1946, $200,000,000 in 1947. New capital 
will be sought from the general public. 

Another Pacific Telephone & Tele- 
graph Company improvement plan will 
switch Seattle’s Lakeside exchange to 
dial telephones. Costing more than $250,- 
000, the project will bring dial service to 
three suburbs of the city. A modern fire- 
proof building will be erected in Bellevue, 
Washington, to facilitate service, 

A 7-year program costing $160,000,- 
000 is being pushed by Illinois Bell Tele- 
phone Company in Chicago. The plan 
looks to 100 per cent dial operation in the 
metropolitan area by 1954. Five new 
buildings will be constructed, and ten 
others will be enlarged. Sixty million 
dollars will be sought in 1947 from in- 
vestors for the program, set to start next 
summer, if equipment is available. The 
improved service will permit dialing of 
suburban numbers as well as long-dis- 
tance calls to either coast. 


* 


Telephone Workers’ Union 
Asks 30 Per Cent Wage Hike 


A wave of telephone rate increase 

petitions, on top of the present na- 
tion-wide movement toward higher rates, 
is in prospect if 1947 wage demands of 
the National Federation of Telephone 
Workers are met, even in part. Late in 
December, NF TW President Joseph A. 
Beirne announced the 10-point national 
bargaining program of his union, claim- 
ing to represent 300,000 workers in the 
telephone field. This program was high- 
lighted by a demand for a flat $12 week- 
ly wage increase, across the board, plus a 
hidden and lethal wage boost in the form 
of shortened pay schedules. 

At the present time, a new phone com- 
pany employee starting at the bottom 
rung of the pay scale will reach maximum 
salary for the same job in eight years, 
via automatic wage increases. The new 
NFTW demand would compress this pay 
ladder into a 5-year span, thus adding 
further to the companies’ labor bill, since 
the bulk of telephone employees average 
less than eight years’ service. Estimates 
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EXCHANGE CALLS AND GOSSIP 


of the cost of this schedule compression 
are just about impossible, but it is reason- 
able to assume that it might double Mr. 
Beirne’s estimate of $249,000,000, which 
was based only on the effect of the $12 
weekly general boost. 

Other demands included in the original 
ten, to which local demands will be added 
by individual unions, are: union shop and 
dues check-off; reduction in geographic 
differentials ; limiting the wage levels for 
the same job in the same company to 
four ; jurisdiction over all telephone con- 
struction and installation work ; leaves of 
absence for union officers; increased 
vacations; and changes in the pension 
plan to provide a minimum pension of 


$100 monthly. 
\ \ J HEN telephone officials recovered 


their equilibrium after reading the 
NFTW’s demands, they shuddered at the 
prospect of going back to state commis- 
sions later in 1947 with another rate in- 
crease request. Their present applications 
are based solely on the upswing in operat- 
ing costs, and they contain no provision 
for salary boosts. 

However, if the union gets caught be- 
tween company and commission resist- 
ance to further rate increases, it could 
find itself stymied. It has already set a 
tentative strike date for April 7th, when 
a nation-wide walkout would stop prac- 
tically all wire communication in the 
country. 

Contract negotiations will be conducted 
for the next couple of months with all 
parties concerned keeping one eye on 
Capitol Hill, where special legislative 
treatment may be in store for the tele- 
phone industry as a public utility. The 
NFTW has already mapped initial 
strategy in the event that compulsory 
arbitration or something like it is sug- 
gested for public utilities. The union will 
first demand that Congress define “pub- 
lic utility,” and expects this to start a 
long row that will delay special utility 
treatment. In the meantime, some half- 
hearted efforts may be made by both 
labor and management toward voluntary 
arbitration, being pushed by the Concilia- 
tion Service of the Department of Labor. 
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Emergency Measures Tested 
In Telephone Exchange Fire 
ee cee planners who worry 

about what would happen to tele- 
phone service in times of disaster or 
stress can find food for thought in the 
emergency measures used when a $750,- 
000 fire destroyed a Chicago suburban 
telephone exchange. The blaze in the 
River Grove exchange of Illinois Bell 
Telephone Company knocked out about 
12,000 telephones. Within a few hours 
15 trunk lines had been set up in the Bell 
business office a few blocks from the fire. 
Calls were limited to emergencies, and a 
supplemental messenger force was 
rounded up to deliver messages of sec- 
ondary import. Emergency squads from 
two states rushed to get service going 
again. Engineers installed temporary 
switchboards in Quonset huts hastily 
thrown up alongside the gutted exchange. 


¥ 


Carrier Phone Tests 
Labeled Success 


f igrapese results of experiments 
in rural “carrier” telephone service 
were seen in the meeting of Bell system 
engineers and Rural Electrification Ad- 
ministration technicians in Washington 
last month. Lee Moore, of REA’s techni- 
cal staff, told the group that tests of the 
new equipment made on REA-financed 
lines at Jonesboro, Arkansas, and Selma, 
Alabama, had proved the feasibility of 
the service for rural areas. “Carrier” 
service utilizes existing power line facili- 
ties, transmitting phone messages over 
the electric wire without interference. 
Cost of the carrier equipment approxi- 
mates that of any rural telephone service, 
Moore asserted. Both Bell and REA 
co-ops plan extension of the new system 
as fast as equipment is available. The 
meeting was held to acquaint REA engi- 
neers with the possibilities and problems 
incident to farm telephone expansion. 
Use of the “joint-use-of-pole” technique, 
where telephone wires are strung under 
electric wires on the same poles, was also 
discussed, 
JAN. 16, 1947 











Rising Trend of Fuel 
And Labor Costs 


N the month of October, 1946, total 
kilowatt-hour output had recovered 
to the level of December, 1944, 17,700,- 
000,000 kilowatt hours, and strangely 
enough net income was approximately 
the same for the two months. However, 
because of a larger proportion of resi- 
dential business than during the war year, 
the utilities were able to obtain $16,600,- 
000 more revenues in the recent month 
than two years earlier. This was partially 
offset by a decrease of $6,500,000 in mis- 
cellaneous income, leaving a net gain of 
$10,100,000. It may be of interest to see 
why this gain disappeared. Following are 
the increases and decreases in the prin- 
cipal items: 
Increases Decreases 





(Mill. ) (Miill.) 
errr $ 6.0 
MEE cL cceeagekntne 10.1 
Miscellaneous expenses $ 52 
Depreciation ......... 2.5 
; | ee 19.5 
A ee 3.2 
Other deductions ..... 15.0 
EE actocacened $35.6 $25.9 
Net increase ..... 9.7 


Obviously the comparison is a little 
difficult because in December, 1944, there 
were a number of year-end adjustments, 
including tax savings effected by special 
amortization, accelerated depreciation of 
war facilities, increased charges under 
miscellaneous expenses, etc. In the previ- 
ous month taxes were considerably high- 
er and miscellaneous expenses and other 
deductions sharply lower. However, the 
fact remains that fuel and labor costs are 


Financial News 


and 
Comment 


By OWEN ELY 


now running substantially heavier in 
relation to output than for some time. 

Net income in December, 1945, and 
January and February, 1946, was at a 
very high level. Unless taxes have been 
overaccrued, this year the December com- 
parison with last year may prove un- 
favorable; and the chances are excellent 
that January and February will register 
a decline from the abnormally high levels 
of these months in 1946. At any rate 
some of the irregularities in the compari- 
sons will disappear after December, since 
last year’s figures were distorted by 
heavy charge-offs permitted by large re- 
funding operations and wartime account- 
ing methods. 

It is to be hoped that some of the cur- 
rent remarkable earnings statements for 
individual companies (for cumulative 
twelve months’ periods) will not be con- 
sidered as an indication of normal earn- 
ing power by the regulatory commissions. 
Fuel and labor costs have increased near- 
ly 20 per cent in the past two years, and 
miscellaneous costs have not yet fully 
reflected the jump in raw material prices 
(particularly metals) which followed the 
abandonment of OPA controls and ceil- 
ings. While anticipated further gains in 
residential output may partially offset 
further increases in operating costs, any 
fresh rate cuts should be held in abeyance 
until returns are available for early 1947. 
With tax and financing irregularities then 
ironed out, a more accurate study of 
trends will be possible. 

October appears to be about an average 
month so far as operating income is con- 
cerned. Multiplying the October figure 
by 12 would produce an annual rate of 
$776,000,000, compared with the reported 
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FINANCIAL NEWS AND COMMENT 


amount of $890,000,000 for the twelve 
months ended October. Using 1945 net 
plant account (plus 5 per cent for esti- 
mated working capital), all class A and 
B electric utilities would have an esti- 
mated “fair value” of about $12,000,000,- 
000. Based on the twelve months’ exten- 
sion of the October earnings, the return 
on investment works out at about 64 per 
cent, compared with nearly 7} per cent 
based on the actual figures for the 12- 
month period. A further jump in costs 
next year might erase the present indi- 
cated excess over the traditional 6 per 
cent return. Also, allowance should be 
made for the heavy sacrifices made by 
stockholders in taking large write-offs. 


* 


Uiilities’ Plant Account Reduced 
In 1945 by Write-offs 
. ie ninth annual edition of the Fed- 


eral Power Commission’s “Statistics 
of Electric Utilities,” recently released, 
contains compilations of figures for 98 
per cent of the industry (342 utility com- 
panies) relating to plant account, depre- 
ciation reserves, etc. Total utility plant 
account, including intangibles and items 
in process of adjustment, decreased from 
$14,754,097 in 1944 to $14,490,782 in 
1945. The latter figure was also lower 
than in 1941, despite the large amount of 
new generating capacity and other facili- 
ties installed during the war. This result 
is,of course, due to write-offs ;many com- 
panies have, at the instigation or require- 
ment of Federal and/or state commis- 
sions, written plant accounts down to cost 
of acquisition, or to original cost when 
first devoted to public service. 

Reserves for depreciation and amorti- 
zation of utility plant have increased by 
nearly 50 per cent since 1941 and, at the 
end of 1945, amounted to $3,064,919,000, 
or 21.2 per cent of utility plant. Pre- 
sumably as the result of write-offs, earned 
surplus in 1945 was lower than in 1941, 
despite the fact that the average utility 
“plowed back” some 25 per cent-30 per 
cent of earnings available for common 
dividends. For the same reason the as- 
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signed value of common stock decreased 
by over half a million dollars. The re- 
port also showed that dividend payments 
on common stocks declined rather sharp- 
ly in 1942, remained irregular for two 
years, and increased in 1945 but not to 
the 1941 level. 

During the period 1941-45 bonded debt 
decreased from $6,821,000,000 to $6,- 
141,000,000 and total capital stock from 
$6,613,000,000 to $6,062,000,000. In 
1945 the average capital structure was 46 
per cent funded debt, 16 per cent pre- 
ferred stock, and 38 per cent common 
stock equity. 


New Holding Company 
Developments 


—_S committee for common 
stockholders of American Power & 
Light Company has filed a preliminary 
draft of a reorganization plan with the 
Securities and Exchange Commission. 
The committee is headed by Alfred J. 
Kirsh, treasurer of West Disinfecting 
Company, on behalf of holders of several 
thousand shares. The plan returns to the 
old integration method of allocating se- 
curities—generally abandoned in the first 
half of 1946 in favor of cash payments to 
senior security holders. It is proposed to 
reclassify the preferred and common 
stocks of American into a single class of 
new common. This issue, together with 
the common stocks of certain subsidiaries, 
would be distributed as follows : 33.9 per 
cent (plus $6 cash) to each share of $6 
preferred ; 36.6 per cent (plus $5 cash) 
to $5 preferred ; and 29.5 per cent to the 
common stock. 

The utility staff of the SEC has dis- 
approved the proposal by Standard 
Power & Light Corporation to sell all or 
part of its holdings of 1,160,000 shares of 
common stock of Standard Gas & Elec- 
tric Company. In 1944 the SEC had held 
that there was no value to the common 
stock and it was delisted from the Stock 
Exchange, though it subsequently enjoyed 
an active over-counter market (recently 
around 3). While the staff admitted that 
the stock might, under favorable market 
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conditions, be entitled to some participa- 
tion in a revised plan, nevertheless it 
held that stock is speculative, and its sta- 
tus uncertain until the final reorganiza- 
tion plan is developed. 

Another step in the integration of Gen- 
eral Public Utilities Corporation is the 
proposed dissolution program of NY PA 
NJ Utilities Company, now approved by 
the SEC. NY PA NJ will receive all its 
outstanding stock from General Public 
Utilities, turning over all its assets which 
include principally the common stocks of 
Rochester Gas & Electric Corporation, 
Staten Island Edison Corporation, Jer- 
sey Central Power & Light Company, 
Metropolitan Edison Company, New Jer- 
sey Power & Light Company, and New 
York State Electric & Gas Corporation. 

United Corporation has advised the 
SEC (in connection with its request to 
pay a regular 75-cent dividend on its pre- 
ferred stock) that it does not propose to 


sell its holdings of Niagara Hudson 
Power Corporation stock at this time be- 
cause of adverse market conditions. The 
sale may be further delayed “pending 
certain other steps in compliance with the 
commission’s order of August 14, 1943.” 
The company’s program to repurchase 
its preferred stock in the open market at 
prices between $47.50 and $50 a share 
has slowed down, only 200 shares having 
been acquired since October 4th (com- 
pared with 78,300 purchased during Au- 
gust 21st to October 4th). SEC approval 
for the program will expire February 
9th. 

Niagara Hudson Power’s integration 
plans are complicated by the fact that 
both the New York Public Service Com- 
mission and the SEC have jurisdiction. 
Sometime ago the company obtained a 
deferment until around May Ist of the 
SEC order to sell its holdings of Buffalo 
Niagara Electric Corporation. 
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PUBLIC UTILITY SECURITY OFFERINGS IN FOURTH QUARTER OF 1946 


Date of Moody 


Offering Rating Bond Issues 


Amt. Offering 
(Mill.) Price 


Principal 
Syndicate Head 


10/8 — *St. Maurice Pwr. Ist 34/70......... $13.5 $101.50 Dominion Securities 
10/9 Aaa Pacif. Tel. & Tel. deb. 25/86........ 75.0 103.25 Morgan Stanley 
10/16 A Northwestern P. S. Ist 3/73.......... 5.3 101.65 First Boston 
10/25 Be Cebit aPac, Util, 1eb 26/78 sc ccccccsss 1.7 101.625 Halsey, Stuart 
10/29 A EI Paso Elec. Ist 23/76............0.. 6.0 100% Halsey, Stuart 
10/29 Aa Pac. Gas & Elec. Ist & ref. 23/81...... 25.0 100.50 Halsey, Stuart 
11/21 A Safe Harbor Wat. Pwr. Ist 3/81...... 14.0 106.76 First Boston 
11/27 — *British Col. Elec. Ist 34/67........ 33.0 100 Nesbitt, Thomson 
12/11 Aaa Phila, Elec. Ist & ref. 23/81........... 30.0 101.35 Halsey, Stuart 
12/13 Aaa Kansas City P. & L. Ist 2%/76........ 36.0 101.43 Halsey, Stuart 
12/19 Ba Eastern N. Y. Pwr. Ist 34/61......... 9.9 102 First Boston 
Preferred Stocks 
11/4 **Central Ill. P. S. 4% pfd. ........ $15.0 $100 Blyth & Co. 
11/13 Portland Transit 5% cv. pfd. ...... 1.5 26.50 First Calif. 
11/20 Tidewater Tel. 4% pfd. ............ a 100 Galleher & Co. 
12/5 Phila. Elec, 3.8% pfd. ............. 30.0 104.11 W. C. Langley 
12/6 Kansas-Neb. Nat. Gas $5 pfd. sueeee 3 106 First Trust 
(Lincoln) 
12/13 Kansas City P. & L. 3.8% pfd....... 10.0 102.70 Halsey, Stuart 
12/20 Ohio Assoc. Tel. $2.20 pfd. ........ 18 50.00 Paine, Webber 
No.of Offer. Principal 


Common Stocks 


Shares Price Syndicate Head 





10/25 CR oP Conc casncicsessecsscrn meee fee First Calif. 
11/13 Portland Transit... ....s0sccccescee Meee 7.50 First Calif, 
11/15 rere 500.000 3600 Morgan Stanley 
12/4 West Virginia Water Serv. ........ 46,400 17.25 Shea & Co. 
12/4 COME, WE DOVE. 6s cccceccccse: 50,000 36.50 Union Sec. Corp, 


*Offered in Canada. ; , 
**Subject to exchange offer to holders of old preferred (with cash adjustment). 
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N its year-end review, just issued by 
Edison Electric Institute, Grover C. 
Neff, president, presents the outstanding 
factors in the progress of the electric 
light and power industry in 1946. Nota- 
ble in the year’s record were the addition 
of nearly 2,000,000 new customers to the 
lines, and a new all-time high in average 
residential use of electricity—1,330 kilo- 
watt hours per customer, 

In connection with these very sub- 
stantial increases, it was noted that 90 
per cent of the 40,000,000 families in 
this country are now using electric serv- 
ice. Also, that most of the new customers 
connected in 1946 were in the rural areas. 
As to this Mr. Neff commented: 


. Less than 400,000 of the residential cus- 
tomers originated within city limits. In ex- 
cess of 500,000 farms were connected during 
the year, bringing the total number of elec- 
trified farms as defined by the U. S. Bureau 
of the Census to more than 3,400,000. This 
constitutes about 63 per cent of all occupied 
farms. Electric companies expect to serve 
another 600,000 farms during the next two 
years, and electric codperatives and other 
public agencies are expected to add an equal 
number in the same period. Already three- 
fourths of all farms are reached by electric 
power lines, though some 700,000 of those 
reached are not yet taking service. In two 
more years the big task of erecting farm 
lines will be substantially completed, except 
for the most inaccessible farms, most of 
which already have or will have their own 
small generating plants. 


Total sales of electricity by all utilities, 
it was stated, both company and govern- 
mental, approximated 191,000,000,000 
kilowatt hours, compared with 193,558,- 
000,000 kilowatt hours sold in 1945. 
Since the decrease was in industrial 
power use sold at wholesale rates, while 
retail uses of electricity increased, annual 
revenues did not decrease but instead in- 


creased by 3 per cent to $3,450,000,000. 


M » What Others Think 


The Electric Industry’s Record 
In 1946 


HE review points out the contrast 

between the new high in household 
use and the new low in rates by remark- 
ing that 


. This 100 kilowatt-hour gain sets a new 
record in the year-to-year increase in house- 
hold use and compares with a 78 kilowatt- 
hour increase in 1945 and 81 in 1944, It re- 
flects, among other things, the results of the 
high national income and the greatly ex- 
panded purchasing power of the country. 
This is indicated by the greatly enlarged 
flow of electrical appliances into the Ameri- 
can home. The production of portable room 
heaters, whose use was greatly increased 
with the threat of the coal shortage (to cite 
only one example), was 172,000 in September, 
as compared with a 1939 monthly average of 
only 44,000. Three-quarters of a million elec- 
tric flatirons were manufactured in October 
alone, as compared with a 1939 average of 
416,000 per month. 

The price of electricity continued its de- 
cline and the greatest number of rate reduc- 
tions in recent years is indicated by the 4 per 
cent drop during the year in the cost of gas 
and electricity as determined by the Depart- 
ment of Labor. According to the U. S 
Bureau of Labor Statistics, the “consumers’ 
price index” (or cost of living) for all items 
rose from 128.9 per cent of prewar figures in 
September, 1945 to 145.9 per cent in Septem- 
ber, 1946. At the same time, the cost of gas 
and electricity dropped from 95.2 per cent 
to 91.7 per cent, While other items in the 
family budget are going up, the price of 
electricity has continued to go down. 


Production of power by .all electric 
utilities — both business-managed and 
publicly operated—is estimated at 222,- 
500,000,000 for the year 1946, This, Mr. 
Neff said, is about the same as the 222,- 
433,981,000 generated in 1945. Of the 
total, 143,000,000,000 was produced by 
steam, an increase of 2,500,000,000 units 
over the previous year. Hydroelectric pro- 
duction declined by 2,500,000,000 kilowatt 
hours to an estimated total of 77,500,000,- 
000, while generation by internal com- 
bustion engines was about the same as the 
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WHAT OTHERS THINK 


2,000,000,000 kilowatt hours of 1945. 

As to generating equipment, of which 
1,400,000-kilowatt additional capacity 
was scheduled for installation in 1946, 
Mr. Neff said that barely 150,000 kilo- 
watts actually went into service during 
the year—due largely to strikes in metal- 
producing industries and in the plants of 
the principal electrical manufacturers. 

On the other hand, the institute’s presi- 
dent declared: 


. the maximum demands on the generating 
stations are estimated to have increased by 
some 4,700,000 kilowatts and the margin of 
spare and reserve capacity, which stood at 
9,300,000 (or 23 per cent of the peak require- 
ments) in December of 1945, has been whit- 
tled down to 4,750,000 kilowatts, or only 10 
per cent. 

The electric companies, however, plan to 
add about 8,500,000 kilowatts in generating 
capacity over the next three years. A total 
of 2,400,000 kilowatts is scheduled to be in- 
stalled during 1947, with 3,500,000 kilowatts 
to follow in 1948, and already about 1,750,000 
kilowatts ordered for 1949. The combined 
orders of companies, municipal and other 
governmental power agencies, and of all in- 
dustrial establishments for generating equip- 
ment for installation in the next three years 
have already reached the high total of 11,- 
500,000 kilowatts to be added to a present 
combined total installation of 63,000,000 kilo- 


watts. 


te construction budgets planned by 
the utilities for 1946, it appears, 
were consistently carried out, except for 
powerhouses. Total expenditures by the 
business-managed companies, the munici- 
pal plants, and the rural cooperatives ap- 
proximated $800,000,000 during the year, 
and the outlook for 1947, the review 


stated, is that this sum will be substantial- 
ly exceeded, 

With reference to the financial picture 
presented by the business-managed elec- 
tric power companies for 1946, it was 
pointed out that all of the gain of about 
$100,000,000 in gross revenues was ab- 
sorbed by increased wages. Payrolls, Mr. 
Neff asserted, now are the largest item 
of utility expense, having “nosed out 
taxes from top place.” And, he added: 

Most of the estimated saving of $60,000,- 

000 resulting from the ending of the excess 

profits tax was offset by increased costs in 

fuel and general expenses so that the year 

1946 finally showed a gain in operating in- 

come of only $15,000,000 out of the additional 

$100,000,000 in gross revenues. Because of 
refunding operations, however, the electric 
companies paid some $80,000. 000,000 less to their 
bondholders than they did the year before, 
and 1946 showed an increase of $95,000,000 
in the net income available for dividends, 
additions to working capital, and surplus 

funds to a grand total of $630,000,000 for a 

$13,000,000,000 industry. While this repre- 

sents the highest figure so far recorded, it is 

only 5 per cent more than it was in 1930 

when invested capital was at least 25 per cent 

smaller. 

At the close of the institute’s review, 
brief comment is made upon the outlook 
for load growth. Based upon estimates 
of companies representing two-thirds of 
the industry, this is expected to be 7 per 
cent in 1947 and 6 per cent in 1948, com- 
pared with a prewar normal annual 
growth of 3 to 4 per cent. 

The large additions to generating ca- 
pacity—8,500,000 kilowatts in the next 
three years—are planned to keep ahead 
of this load growth. 





An Employees’ Magazine Promotes Utility’s 
Growth Plans in Big Way 


oy every business-managed util- 
ity company in the United States 
has a magazine devoted to the interests of 
its employees. Some of these publica- 
tions, in addition to personal news items, 
carry a variety of miscellaneous material 
pertaining to company activities. 

One such publication, in recent months, 
has gone all out in promoting the state- 
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wide development plans of the company. 
The magazine has become the medium 
for keeping employees informed of all 
details of the program, and stimulated to 
take an active part in carrying it out. 
The Arkansas Power & Light Com- 
pany publishes each month for its em- 
ployees, The Exciter. Its editor is Edgar 
Chesnutt, the company’s advertising 
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manager. He told the members of the 
Southwest Association of Industrial Edi- 
tors, at their annual convention in Tulsa, 
Oklahoma, in November, how the maga- 
zine has “set the pace” in carrying for- 
ward the company’s program to “Make 
Our Company Best.”* 

Declaring that the house magazine, if 
properly established and operated, fits 
naturally into a plan of selling both the 
employees and the public on such a pro- 
gram, Mr. Chesnutt explained that The 
Exciter, while issued principally for the 
company’s 1,600 employees, is modeled 
and operated for still more far-reaching 
effect. As to its participation in this de- 
velopment program, he stated: 

Because of its far-flung activities in many 
respects in the “Make Our Company Best” 
program, and because of the marked suc- 
cess these activities have had, it is possible 
that editors of other house magazines may be 
interested in knowing just what has been 
done. Certainly they will be interested in 
knowing that this activity on the part of The 
Exciter has resulted in its greater recogni- 
tion by management as an important tool of 
the organization, helping to establish its 
permanency to a much more marked degree 
than otherwise might have been attained. 

Frequently the plea is heard that the house 
organ be “given a break.” In some instances 
such a plea may be justified. But the ex- 
perience of The Exciter rather definitely 
establishes the contention that breaks for 
house magazines are not “given” . . . they 
are made! 


pIToR Chesnutt then outlined in 
E some detail how the idea to “Make 
Our Company Best” had its inception ; 
the various steps leading up to the adop- 
tion of a comprehensive, coordinated 
program; and the way it was put into 
action. This program drew upon the ac- 
tivities of every department of the utility 
company, and had been thoroughly sold 
to the top personnel throughout the or- 
ganization. But, this was not enough, he 
said, and so the magazine undertook to 
enlist the active interest and participation 
of each individual employee. And this 
was the way it was done: 


* “Making Our Company the Best,” by C. 
Hamilton Moses, Pus. c UTLtTiEs_ Fort- 
NIGHTLY, Vol. XXXVIII, No. 9, page 519, 
October 24, 1946. 


The Exciter devoted much of its next 
issue to exploitation of the various phases 
of the plan, using photographs profuse:y and 
reproducing many of the charts that had 
been used in the actual presentations. 

Included in the program is a training pro- 
gram, starting with employees in the super- 
visory class. This program involves the 
teaching of executive standards, company 
history, and fundamentals of business. To aid 
in this angle of the program, The Exciter 
has reproduced outlines of the course that 
employees could study in advance. 

Features of the radical new safety pro- 
gram, involving a discussion of unsafe prac- 
tices or conditions that are reported, were 
presented in The Exciter. 

As a further aid, The Exciter started a 
series of articies on the principles of elec- 
tricity—stock in trade of the employees en- 
gaged in executing the program. 


Then, in each issue, special features 
were used to make the program a domi- 
nant factor in the minds of all employees. 
One of the most effective of these fea- 
tures, he remarked, 

. was a 2-page presentation of material 
of an inspirational nature, intended to arouse 

a spirit of renewed loy alty, and interest in the 

individual jobs of employees. No attempt 

was made in this feature to publish strictly 

“news” items. Instead, inspirational poems, 

editorials, and other articles of similar na- 

ne were printed. In less than two issues 
this became the most popular feature of the 
magazine, 


It seems that The Exciter, while pub- 
lished primarily for the employees of the 
Arkansas Power & Light Company, is 
sent regularly to the editors of all daily 
and weekly newspapers in the company’s 
territory. Mr. Chesnutt told his audi- 
ence that 

As these editors began to read of the vari- 

ous features of the “Make Our Company 
Best™ program, they began to appeal for 
information, particularly information about 
features of the program that affected their 
local circulation territory. The Exciter 
staff cooperated by obtaining the informa- 
tion and submitting to these papers special 
items of local interest. 


to this employees’ magazine ex- 
tended its influence beyond the fam- 
ily of employees. Interest, it was assert- 
ed, became widespread in what the com- 
pany is doing. Trade publications heard 
of the program. Their inquiries were 
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WHAT OTHERS THINK 


handled by The Exciter staff and, in ad- 
dition to statewide publicity in Arkan- 
sas, numerous articles have appeared, Mr. 
Chesnutt commented, in trade papers of 
the electric industry in various parts of 
the country. 

In closing, Mr. Chesnutt said that the 
“Make Our Company Best” program is 
now rounding out its second year. Its 
success, he remarked, is being achieved 
just as its planners hoped it would. And, 
“The Exciter finds itself in a recognized 


position of being valuable in the organi- 
zation.” 

A résumé of Mr. Chesnutt’s talk to 
the group of industrial editors is printed 
in pamphlet form. A foreword states 
that his speech is reproduced “in the hope 
that it will inspire other house magazine 
staffs to bigger and better things for their 
own publications.” The address of The 
Exciter is Arkansas Power & Light 
Company, Pine Bluff, Arkansas. 

—R.S.C. 





Novel Method of Safety Education Aids 
Utility’s Community Relations 


AFETY programs for employees are 
S generally looked upon as an im- 
portant phase of public utility operations. 
A variety of methods for training and 
education are in use, usually set up 
specifically for a company’s own em- 
ployees 

One utility company has found that it 
is possible, and advantageous, to extend a 
special feature of its program, so that 
education on safety is made available to 
the community it serves. In doing this, it 
is making a worth-while contribution to 
the welfare of the people in the com- 
munity, and, in addition, it is fostering 
its own public relations. 

It is the Brooklyn Union Gas Com- 
pany which has put this innovation into 
effect, and the story of it is well told by 
W. B. Hewson, manager of publicity and 
advertising for that company, in the 
November issue of Executives Service 
Bulletin, published by Metropolitan Life 
Insurance Company, New York. 

Commenting, under the caption “The 
Public Relations Value of Safety,” that 
much of the character of a company in 
its own community is established in in- 
direct ways, and that business concerns 
are sensing the value of living in and 
growing with their communities, Mr. 
Hewson said: 

. Enthusiastic response to a skit on home 
safety, produced by the Brooklyn Union Gas 
Company, has made clear to us the value 
of identifying the company with the well- 
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being of its own communities of Brooklyn 
and Queens. 

Entitled “There’s No Place Like Home— 
for Accidents,” the skit was developed 
originally as a part of our employee rela- 
tions program. The employees immediately 
recognized its worth and derived real bene- 
fit from it—a fact that points to a fundamen- 
tal truth in public relations; namely, that the 
cornerstone of good public relations is good 
employee relations. 

Some talented members of the new busi- 
ness department with good stage presence 
and a well-developed sense of humor dis- 
covered that employees responded more 
readily to sales promotion ideas presented 
in skits than they did to lectures on the sub- 
ject. 

Assemblies were held every two months, 
and so scheduled around the property that 
all employees had an opportunity to attend. 
A new topic was presented bimonthly. 


| ewe this beginning developed the 
idea of presenting a skit on safety 
from the home angle. This was approved 
by the president of the company, Clifford 
E. Paige, who is also vice president of 
the Greater New York Safety Council, 
and keenly interested in having em- 
ployees receive instruction in home 
safety, Mr. Hewson stated. He then gave 
this brief description of the skit: 


The skit aims to show the wrong way and 
the right way of attacking home safety prob- 
lems. In the piece are a villain and a hero 
who perform with a touch of old-time melo- 
drama. One employee, Harold F. Coleman, 
plays a devil named Carelessness. He reveals 
with obvious delight how he traps unwary 
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THOSE CONGRESSIONAL TREE TRIMMERS 


or unthinking humans into getting hurt, and 
boasts that most men and women “are much 
too dumb” to be a match for his cleverness. 
He presents many situations that are recog- 
nized immediately by the audience. But he is 
outwitted by the hero, played by another em- 
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ployee, Edward J. Cantwell, who organizes a 
safety club and soon devises ways to out- 
smart him. The introduction and conclu- 
sion to the skit are given by Andrew J. 
Tomanek, a returned war veteran. Any who 
think this technique may be too simple or 
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elementary should see how enthusiastically 
each audience applauds the efforts of the 
hero in putting the devil to rout. 


At the end of the program, the author 
said, an inspection list, prepared in co- 
Operation with the safety council, was 
distributed for checking the safety haz- 
ards in one’s own home. All present were 
invited to score themselves on home 
safety practices and on such measures as 
should be taken for the protection of 
children. These are some of the ques- 
tions asked: 


Are all stairways sound, well lighted, and 
clear of rubbish, tools, brooms, mops, and 
buckets? 

Do you examine all furniture to see that it 
is firm and that table and chair legs are 
solid? 

Are badly worn electric cords, or any bare 
wires, repaired promptly ? 

As a safety measure, do you keep the gas 
and electric meters clear to allow free ac- 
cess at all times? 

Have you a first-aid kit, and does someone 
in the family know first aid? 

Are attic, basement, and closet free from 
rubbish that would feed a fire? 

Do you keep oil or paint rags in a covered 
metal container ? 

Are windows securely screened or barred 
to keep children from falling out? 

Are handles of cooking utensils turned 
parailel with the front of the stove to pro- 
tect against children reaching or older per- 
sons brushing against them? 


T appears that the reception to the per- 
formance was so enthusiastic that 
word got around that the company had a 
novel contribution on safety. The first 
public request to present the skit came 
from the Long Island College of Medi- 
cine. Then Mr. Hewson said that re- 
quests came in rapid succession from 
many representative groups. Over 100 
performances have been given to audi- 
ences totaling more than 33,000 persons. 
As an indication of the public reaction, 
these quotations from letters received 
were given: 

A vocational high school instructor writes: 
“The manner in which the lesson was given 
and the aids used in putting it over did more 
to bring a ‘safety complex’ to our boys than 
a term of book work.” 

A women’s club president observes: “We 
feel that you are rendering a very fine service 
in bringing preventable accidents to the atten- 


tion of the public and wish you continued 
success in your endeavor.” 

A minister writes: “I wish to express for 
my congregation and myseif personally our 
great appreciation of the service given in 
presenting your home safety program. Need- 
less to say, it was received with enthusiasm. 
It was not only good entertainment, but 
helpful instruction.” 


Mr. Hewson expressed the belief that 
the people of a community should know 
that companies are interested in their 
employees, and are encouraging safety 
practices among them and their families. 
As to the public relations angle of this 
particular phase of safety education, as 
adopted by the Brooklyn Union Gas 
Company, the writer asserted: 


. . . However, the presentation of our skit 
to encourage safer home operations carries 
the safety concept beyond the company and 
represents an aggressive venture in bringing 
safety into community life. The inaugura- 
tion of this activity, accompanied by a 
prompt reception of it by the community, 
affords an unusual experience in the public 
relations value of safety. 

It is difficult, of course, to place a value 
on this type of public reiations; and many 
people will insist that the presentation of such 
a skit has, at best, only secondary public re- 
lations value. However, it cannot be denied 
that every audience is conscious of the name 
of the company presenting the program; 
and any member of the audience who talks 
with those of our employees who participate 
in the program becomes aware of the com- 
pany’s sincere interest in the affairs of each 
local community. 


We feel that a public relations program, 
to be effective, must have well-formulated, 
long-range objectives. In our situation, the 
promotion of safety seems to be an ideal 
objective for us. Examining its experience 
in using safety in public relations, the Brook- 
lyn Union Gas Company feels that the effort 
has been well worth while, because it has 
helped greatly in establishing the company 
as an actively interested party in the welfare 
of all the citizens of the community, 


The variety of methods in use for 
building community good will for a util- 
ity seems to be ever increasing. The plan 
outlined by Mr. Hewson suggests the 
possibility of adapting to the benefit of 
the community, a function originally 
established for utility employee educa- 
tion. And, in so doing, it naturally de- 
velops into a real factor in the promotion 
of public relations. 
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The Gas Industry in 1946 


HE gas industry in the United States 
had a record year in 1946. A report 
of the various aspects of the business 
was given in a statement issued by 
American Gas Association, signed by the 
association’s president, R. H. Hargrove, 
who is vice president and general manger 
of United Gas Pipe Line Company, 
Shreveport, Louisiana. He stated that 
more people used gas than ever before 
and more innovations in gas appliances 
appeared on the market than in any year 
in the past decade. 
The over-all statistical picture for the 
industry was given as follows: 


At the close of the year, customers of the 
gas utility companies reached a new high of 
20,835,000, an increase of 2.7 per cent over 
1945. Of this number, 9.401.000 consumers 
received natural gas, 8,973,000 were served 
with manufactured gas, and 2,461,000 used 
mixed gas. In addition, the rapidlv expand- 
ing liquefied petroleum gas industry ac- 
counted for an estimated more than 3,000,000 
customers in the rural territories beyond the 
town cas mains. 

Total industry revenues of the utility gas 
industry aggregated $1,205,992,000, an in- 
crease of 4 per cent as compared with the 
previous year... . while revenues from manu- 
factured gas jumped 5.6 per cent over 1945 
to approximately $392,000,000. Mixed gas re- 
turns advanced 2.4 per cent to a total of 
$109,000,000. 


As to the growth in prospect over the 
next few years, the statement had this 
comment to offer: 


Indicative of the rapid growth anticipated, 
it is estimated that in the four years, 1946 
to 1949 inclusive, the gas utility industry will 
add 2,535,000 new customers (not including 
the LP gas industry). Further, it is calcu- 
lated that during this 4-year period construc- 
tion expenditures will be $653,323,000 for 
physical plant extension; $278,413,000 for 
ordinary maintenance expenditures ; and $14,- 
430,500 for house piping materials—a grand 
total of $946,168,500. 


B* far the most outstanding phenome- 
non of the year, Mr. Hargrove as- 

serted, was the tremendous demand for 

house heating. Regarding this he said: 


. Whether or not a gas company was pro- 
moting house heating, this winter load has 
accumulated like a snowball to mammoth 
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proportions. An avalanche of conversion 
burner sales occurred immediately following 
the rescinding of the natural gas limitation 
order in September, 1945... 
Not only in the existing market but also in 
the new home field, a strong preference for 
gas heating was apparent. 


With respect to appliance production, 
it was noted that 


. . . Sales of automatic gas water heaters 
totaled 1,250,000 units — an all-time high 
level. ... 

The trend in water heaters is toward 
larger sizes to supply the increasing needs 
for instantly available supplies of hot water 
for automatic home laundry equipment, dish- 
washers, and other uses. .. . 

Gas range production during the year 
reached 1,600,000 units. A substantial por- 
tion of the range output was devoted to 
veterans’ housing and the number of “apart- 
ment” or “cooker” models produced was 
considerably one than in the peak pro- 
duction year of 1 

The total Bonk sing of homes heated by gas 
increased more than 15 per cent during the 
year, with demand far outstripping the sup- 
ply. Gas house-heating units produced totaled 
more than 600,000. 


In the field of development of gas ap- 
pliances, it was mentioned that of par- 
ticular interest was the marked trend to- 
ward automatic operation of gas equip- 
ment—at least 10 new manufacturers 
featured automatic lighting of appli- 
ances at the exhibition of products dur- 
ing the association’s annual convention 
last fall. 

Among new appliances which were 
brought out during the year were 


. . - an automatic gas-fired home disposal 
unit and a low-pressure steam cooker which 
could be incorporated in a modern gas range 
or available as a separate unit. The latter 
innovation, offering a fourth cooking zone, is 
ideal for vegetable cooking or for defrosting 
frozen foods. 

An interesting development in the house- 
heating field was a midget gas furnace, 
weighing 70 pounds, capable of heating two 
and one-half rooms, which had its origin in 
the airplane heaters developed during the 
war. Gas radiant heating, which turns walls, 
floors, or ceilings into spacious heating pan- 
els—no radiators, no register grillwork—is 
gaining wide acceptance by builders who 
previously let it lie in the laboratory. .. . 

During the past year, the gas turbine 
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caught the interest of people concerned with 
new primary sources of power and success- 
ful trials of a number of large oil-fired gas 
turbines were completed by the Navy. This 
initial success has prompted producers to 
experiment with gas-operated gas turbines. 


PECIAL note was made in Mr. Har- 

grove’s statement regarding the 
natural gas section of the industry. He 
said: 


The natural gas industry in the past decade 
has grown at an accelerated pace. It now 
serves an area with a population of 41,000,- 
000 in 33 states using a network of 220,000 
miles of trunk lines and mains with a total 
production of four trillion cubic feet in- 
cluding other than utility sales, and a 
market value of $850,000,000. It has ad- 
vanced from 41 to 48 per cent in the number 
of customers served by the whole gas in- 
dustry. Total assets are more than $4,000,- 
000,000. 

Approval of new long-distance pipe-line 
construction continues at a rapid pace. A 
new 1,200-mile line from Texas to California 
with a capacity of 305,000,000 cubic feet per 
day is now being built at a cost of $70,000,- 
000. Other pipe-line projects approved and 
under way this past year involve a total ad- 
ditional mileage of 2,640 miles and an ex- 
penditure of $120,000,000. 

The impending disposal by the govern- 
ment of the Inch pipe lines from Texas to 
the Northeast has excited a lively interest on 
the part of the manufactured gas industry 
in the latter area in the economic possibili- 
ties of natural gas as a raw material in the 
manufactured gas process. . . 

Proved recoverable reserves of natural gas 


in the United States as of December 31, 
1945, were approximately 148 trillion cubic 
feet, the association’s committee on natural 
gas reserves has reported, thus indicating an 
ample supply to meet the stepped-up demand 
for many years to come. 


Reference was also made to the devel- 
opment of synthetic gasoline from natu- 
ral gas, and the increasing recognition of 
the chemical values represented by 
natural gas and its products. 

The natural gas investigation con- 
ducted by the Federal Power Commis- 
sion, it was noted, 

held an important spotlight. Regional 

hearings were completed at Washington on 

August 2nd after seven hearings in various 

parts of the country. More than 14,000 pages 

of testimony with over 450 exhibits were 
submitted by 314 expert witnesses from state 
and Federal commissions and bureaus, the 
gas, coal, and railroad industries, labor 
unions, and others. This record will form 
the basis of FPC recommendations to the 
1947 Congress. 


The balance of the statement is de- 
voted to the research, promotion, and ad- 
vertising plans which, with a special fund 
of $1,600,000, the gas industry has under 
way. This program, Mr. Hargrove 
pointed out, was launched in October, 
1944, and has been the motivating force 
responsible for the gas industry’s rapid 
progress following the war. 

—R.S.C. 





Juggernaut Government 


c¢ \ \ 7 © are beginning to realize that many of our people have 
been so accustomed to living in freedom that they have 


been perilously casual about it. The recent English election 
makes us wonder in what direction that kindred country 1s 
tending, and where we ourselves may already have drifted. 
Government is big and growing bigger. Thoughtful people are 
today wondering whether government in this country may not 
be getting so big that it threatens not only productive enter- 
prise but with it the liberty of the individual which is the es- 
sence of our democracy.” 
—W. Ranpo.tru BurcEss, 
Vice chairman of the board, 
National City Bank of New York. 
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The March of 
Events 


In General 


Deny Scheme to Raise Rates 


oe Power & Licut and associ- 
ated companies would like to see Bon- 
neville power rates lowered, not raised, 
Pacific’s president, Paul B. McKee, de- 
clared recently in refuting published re- 
ports from Washington, D. C., that a 
New York holding company might install 
steam generators in the Pacific North- 
west and then fight for higher Bonneville 
rates. 

A Washington dispatch of December 
18th said Electric Bond and Share was 
reported ready to produce its own power 
and seek a congressional boost in Federal 
hydro power rates unless its subsidiaries, 
Northwestern Electric, Pacific Power & 
Light, and Washington Water Power, 
are granted 20-year Bonneville contracts. 
McKee said: 


Success of our own business is inseparably 
linked to the development and prosperity of 
the Pacific Northwest, and no man in his 
right mind would even suggest that our 
companies would do anything to weaken the 
competitive advantages this region now en- 
joys in the availability of and favorable rates 
for Columbia river water power. 

We are relying on Federal plants on the 
Columbia for power to meet growth on our 
system loads, and we most certainly don’t 
want to be caught in a squeeze between in- 
creased power costs and a steady decrease 
in the average price received for the elec- 
tricity we sell. 

No utility system in the region, to my 
knowledge, has any thought of building new 
steam plants unless such an installation ties 
in efficiently and economically with present 
and future hydro developments to carry sea- 
sonal peaks and firm up capacity during dry 
years. 


Taking exception to what he termed 
“outrageous misrepresentations” in the 


dispatch, McKee said it must have origi- 
nated with “some Washington bureau- 
crat nursing a fine case of the jitters.” 

He said he would be “happy to testify 
in support of every essential item in the 
Bonneville budget,” and added he was 
“sure the Congress will be open-minded 
to any reasonable request that is sup- 
ported with facts.” 


LCRA Serves Rural Customers 


| paper thousand rural customers, 
in addition to many towns, are receiv- 
ing electricity from the Lower Colorado 
River Authority, Max Starcke, general 
manager, reported recently. 

Mr. Starcke added that 10 crews of 
forty men each are working steadily to 
fill 10,000 applications for additional 
rural service. He said LCRA is connected 
also with the network of private utilities 
in Texas. 

The four power dams operated by 
LCRA have the following horse-power 
ratings: Mansfield 100,000, Buchanan 
50,000, Inks 20,000, and Miller 15,000. 
They are located on the Colorado river 
above Austin. In addition to hydroelec- 
tricity, Starcke said, the authority fur- 
nished water in 1946 to irrigate 100,000 
acres of rice in the lower valley, twice 
the number of acres farmed there before 
the dams were built. 


FPC Denies Applications 


N an order made public on December 
27th, the Federal Power Commission 
denied applications of the Safe Harbor 
Water Power Corporation, Safe Harbor, 
Pennsylvania, for rehearing and stay of 
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THE MARCH OF EVENTS 


the commission’s order and opinion of 
November 4, 1946, which directed the 
corporation to reduce its rates for elec- 
tric power and energy sold at wholesale 
in interstate commerce. 

The FPC order, by adopting a 5 per 
cent rate of return on the company’s net 
investment in electric properties, after 
deduction of depreciation reserve and 
with an allowance for working capital, 
requires an annual reduction amounting 


to $627,551 on the basis of 1943 opera- 
tions. 

Safe Harbor operates a hydroelectric 
project on the Susquehanna river about 
8 miles below Lancaster, Pennsylvania, 
and sells all its electric power and energy 
to the Consolidated Gas, Electric Light & 
Power Company of Baltimore, Mary- 
land, and the Pennsylvania Water & 
Power Company of Holtwood, Pennsyl- 
vania, for resale. 


Arkansas 


Voters Reject Gas Purchase 


B’ a decisive 3-to-1 ratio, Little Rock 
voters on December 17th rejected 
Mayor Sprick’s plan to buy the city gas 
distribution system now operated by the 
Arkansas Louisiana Gas Company. 

The total vote of 11,342 votes (2,931 
for purchase, 8,411 against) was by far 


the largest ever recorded in a city elec- 
tion. 

Not a precinct returned a majority for 
the purchase. 

Despite raw winds, voters trooped to 
the polls in droves, it was reported. Both 
the city and the gas company, whose 
campaigns aroused widespread interest, 
offered free transportation. 


California 


Utility Rate Reductions 


gem reductions of California electric, 
gas, telephone, and water public utili- 
ties in the last fiscal year amounted to a 
net of $8,052,000; California’s trans- 
portation system faces an unhealthy con- 
dition because of an increase in the num- 
ber of carriers; increasing complaints 
about telephone service suggest the 
necessity of field investigations. 

These were among the high lights of a 
talk delivered last month by Harold P. 
Huls, president of the state public utili- 
ties commission, at the annual meeting of 
the Los Angeles Traffic Managers’ Con- 
ference. 

Commissioner Huls related that in the 
9-year period between 1937 and 1946 
gross rate reductions for electricity, gas, 
telephone, and water amounted to $44,- 
327,000, while gross rate increases 
totaled $3,952,000, leaving $40,375,000 
as a total net reduction for the various 
services. 
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“California may well be proud of the 
record made in bringing utility rates 
down to a just and reasonable level,” said 
the commission chief. “For several years 
hand running, San Francisco has oc- 
cupied the enviable position of having 
the lowest cost utility services of any of 
the 25 major cities of the United States, 
while Los Angeles has the lowest of any 
city in the nation with over a million 
population and ranks third among the 25 
cities.” 

In his discussion of the transportation 
situation, the state official pointed to an 
increase during the war years of 4,000— 
from 8,000 to 12,000—in the number of 
truck operators in the state; since the 
war, the number has increased, Utilities 
Commissioner Huls said, to more than 
16,000. 

Under the present statute, he as- 
serted, “incomplete power is given the 
commission to regulate the entry of new 
carriers in this field.” 


JAN. 16, 1947 





PUBLIC UTILITIES FORTNIGHTLY 


Colorado 


Offers More Taxes 


) ggg to a request that it submit 
to a tax of 3 per cent on its gross 
revenue, the Denver Tramway Corpora- 
tion, through its president, Howard S. 
Robertson, and Attorney William Alex- 
ander, recently offered to pay the city an 
additional $55,000 annually. 

Meeting with a committee of the coun- 
cil composed of Councilmen Stafford, 
Rosenthal, Harrington, and Dolph, the 
tramway Officials pointed out that if they 
made the additional payment they would 
be contributing approximately 3 per cent 
of their $7,000,000 gross revenue to the 
city. 

Robertson said the company now ex- 
pends approximately $100,000 each year 
for maintenance of paving between its 
rails and two feet on either side and from 
$40,000 to $50,000 on streets where only 
gas and electric busses operate. In addi- 
tion, the company now is paying an- 
nually a $15,000 bus tax. If a new taxing 
arrangement is entered into, the company 
would not continue to pay this tax. 

Councilmen did not indicate at the time 
whether they would accept the counter- 
proposal of the tramway. 

Soon after this meeting, the council 
committee held a second conference with 
Alex Remneas, Colorado manager for 
the Mountain States Telephone & Tele- 
graph Company, and John R. Turnquist, 
attorney, regarding a proposed 3 per cent 
assessment against the local gross rev- 
enue of the telephone company. 

The company now is paying 2} per 
cent of its revenue to the city. Remneas 
told councilmen his company was study- 
ing the request for an additional annual 
tax of $30,000 and would give its answer 
“in a short time.” 


Public Utility Board Urged 


| Epyeecee of a Denver public utilities 
‘4 commission, supplied with an in- 
vestigating and legal staff “to make regu- 
lation really possible,” was demanded 
last month in a public meeting on the pro- 
posed 20-year gas and electric franchise. 

John E. Loiseau, president of Public 
Service Company of Colorado, discussed 
provisions requiring modernization of 
street lighting, gas and electric rates, and 
provisions for regulation. He made it 
clear all electric rate reductions, includ- 
ing a special reduction for school lighting 
“because our schools are much under- 
lighted,” depend on the company’s get- 
ting the franchise in the special election 
next February 11th. 

In a 3-point resolution, the Rocky 
Mountain Council for Social Action has 
demanded a delay in the granting of a 
new franchise. 

James G. Patton, president of the 
National Farmers Union, asked the city 
council to condemn the proposal. 

The question of what electric power 
from the Colorado river-Big Thompson 
project will cost should not be injected in- 
to the campaign regarding the proposed 
franchise, E. B. Debler, head of Region 
7 of the U. S. Bureau of Reclamation, 
said. He stated: 

As far as the franchise proposal is con- 
cerned, the public is protected whether the 
power is cheap or expensive, If it is cheaper 
than the company’s own power, the company 
agrees in the franchise to buy it and give con- 
sumers the benefit of the lower cost. If the 
Big Thompson power is not cheaper, the 
company simply will not buy it. 

Debler said his office would issue, be- 
fore the date of the franchise election, a 
report on anticipated Big Thompson con- 
struction and power costs. 


> 


Connecticut 


Rate Increase Decision Reserved 


oe state public utilities commission 
on December 19th reserved decision 
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at the conclusion of a lengthy hearing on 
a petition filed by the Connecticut Light & 
Power Company for authority to change 
its gas rate schedules, as of December 
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27th. No opposition to the petition ap- 
peared at the hearing. 

Company representatives testified that 
the proposed schedules, to be effective in 
about 26 communities in the state, will in- 
crease the operating revenues from its 
gas department about $81,000 annually. 

Company representatives also said that 
the adjustments which the company pro- 
posed to put into effect on December 27th, 
in its electric rates, would result in an- 
nual reductions of about $500,000 in the 
company’s revenues. The electric rate 
adjustments will be composed of de- 
creases in these rates in the sum of about 
$580,000 and the increase in gas rates 
will amount to about $80,000. 

The company testified that expenses in- 
curred in the production, transmission, 
distribution, and utilization of gas 
amounted to about 61 per cent of its gas 
revenues this year. From the remaining 
39 per cent, the company had to pay for 
its billing, collecting, sales expenses, gen- 
eral administration, depreciation, and 
taxes, “and a return, if any, on the invest- 
ment devoted to the gas service.” 

In further support of its petition, the 
company stated the cost of labor and 
materials for construction and mainte- 
nance work has increased materially since 
1939, asserting that “if the rates prevail- 
ing in 1939 were reasonable, and fair, 


they must now be considered below that 
point.” 


Utility Tax Considered 


gees tax, percentage levy on gas, 
electric, and telephone bills to be paid 
along with those bills by utility customers, 
is the latest proposal made to raise wan- 
ing state tax income, it was learned re- 
cently. This proposed levy, which would 
be collected by the utility companies 
along with their regular monthly bills for 
service provided, reportedly is receiving 
serious consideration by state fiscal offi- 
cials now tackling the state’s budgetary 
problems. 

Although no decisions have been made 
by state officials regarding the ways and 
means in which the state’s income can be 
bolstered, it was learned that the utility 
tax was being considered as a possible 
substitute for a general sales tax or a 
state income tax, both of which are not 
overly popular. 

Most state officials, it was said, ap- 
peared to be agreed that some way must 
be found to raise state revenue and al- 
though any new taxes actually levied 
would be ultimately enacted by the state 
legislature, it was likely that budgetary 
officials would be called upon to make 
recommendations to the assembly. 


> 


Georgia 


Condemnation Proceedings 
Begun 
_ Federal government has begun 
condemnation proceedings against 
1,532.63 acres of land in McCormick 
county for use in the Clark Hill dam and 
reservoir project. 

The second condemnation proceedings 
entered by the government in Federal 
court for land to be used in the project 
was recorded December 19th. It was 
signed by Oscar H. Doyle, district at- 
torney. 

Mr. Doyle in his presentment said that 
the Secretary of War had determined 


that in his opinion it was necessary to 
condemn the lands for a dam site, bur- 
row and construction areas, and access 
roads for flood-control and other pur- 
poses incident thereto for use with the 
Clark Hill project. 

Four tracts of land were included in 
the proceedings. 

Two of the tracts purportedly are 
owned by the Savannah River Electric 
Company. Owners of the other two tracts 
purportedly are the Augusta Power Com- 
pany of Augusta, Grace E. Pearson of 
Greenville, and Addie E. Hagan of Due 
West. 
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Illinois 


Join in Filing Revised Contract 


LLINOIS Power Company and Union 
Electric Company of Missouri have 
filed with the Illinois Commerce Commis- 
sion a joint application to revise the power 
purchase contract now in force between 
the two companies, it was reported last 
month. 

The new agreement would permit IIli- 
nois Power to end 80 per cent of its 
present power takings from Union Elec- 
tric by the end of 1949 and to produce all 
its own electric requirements by the close 
of 1951. 

Under the old contract, which was to 
have run for another twenty and a half 
years, Illinois Power takes 100,000 kilo- 
watts of power from Union Electric. 

Under the revised agreement, Illinois 
Power would build two new 400,000-kilo- 
watt generating units by December 1, 
1949, and add another 40,000 kilowatts 
by December 1, 1950. It agrees, also, to 
construct sufficient generating capacity 
thereafter to be able to take care of all 
its power requirements by December 1, 
1951. 

Illinois Power under the old contract 


pays about $260,000 a year to Union 
Electric for power, and will be able to 
cut this cost in half through generating 
its own power requirements. 


Next Mayor to Act on Franchise 


EGOTIATIONS on a new franchise for 

the Commonwealth Edison Com- 

pany, to replace the present 50-year fran- 

chise, which expires in September, 1947, 

will not be undertaken until the new city 

administration takes office next April, 
Mayor Kelly of Chicago said recently. 

The present franchise provides that 
the company shall pay 3 per cent of its 
gross income to the city in return for use 
of city property in connection with its 
operations. In 1945 this amounted to 
$3,393,073. 

The council’s utilities committee, 
headed by Alderman Connelly, had not 
met during 1946 on this or any other mat- 
ter. Some aldermen have contended that 
under the new franchise the company 
should begin furnishing electricity for 
street lighting without charge. The city 
has been paying about $1,500,000 a year 
for this electric current. 


Indiana 


Firm Asked to Open Records 


FFICIALS of the municipally owned 

Citizens Gas & Coke Utility, in a 
resolution adopted unanimously by the 
Indianapolis city council, would be re- 
quested to permit examination of records 
to determine whether gas rates should be 
lower and whether natural gas is feasible 
for the city. 

Herman E. Bowers, the council finance 
committee chairman, said a certified copy 
would be sent to the company and the 
management would be given an oppor- 
tunity to comply with the request. He did 
not say what the action would be if the 
management failed to do so. 

The resolution was drafted by Arch 
N. Bobbitt, city corporation counsel, who 
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previously had advised the council it has 
power to make the investigation because 
the utility is an executive branch of the 
city government. 

The utility’s management last month 
made public figures intending to show its 
payments to the city in lieu of taxes are 
fair and Indianapolis gas rates are not 
out of line with those of other cities using 
manufactured gas. The figures also 
showed that the utility is investigating the 
natural gas supply for the future to sup- 
plement the use of manufactured gas. 


Files Reply Brief 


HARGING the state public service com- 
mission with failure to show that 
the temporary rate increase granted In- 
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dianapolis Railways, Inc., was unlawfully 
awarded, Robert D. Armstrong, attorney 
for the company, last month filed a reply 
brief with the state supreme court. 

The brief was in answer to one filed 
by James A. Emmert, attorney general, 
several weeks ago and was in connection 
with a Marion County Circuit Court in- 
junction granting the company a token 
rate of 84 cents. The action took place 
August 12th, with Judge Horace L. 
Hanna acting as special judge. 


The company’s brief took the position 
the commission, represented by the at- 
torney general, “wholly failed to show 
want of power in the judge to grant the 
temporary injunction and have wholly 
failed to show an abuse of discretion in 
granting the same.” 

The attorney general had asserted that 
the circuit court exceeded its judicial 
function and he insisted the state com- 
mission had exclusive authority to fix 
rates. 


Massachusetts 


Deficit Blamed on 5-cent Fare 

lg the Boston Elevated Railway had 

maintained a uniform 10-cent fare the 
road’s deficit of $2,500,000 for 1945 
would have been avoided, Edward Dana, 
president of the railway, told the city 
council’s committee on licenses last 
month. 

At a meeting attended by only eight 
private citizens and ten members of the 
council at city hall, Dana insisted that the 
Elevated was not in a position to restore 
the local 5-cent fare, canceled on all routes 
December 14th. 

Greater Boston members and mem- 
bers-elect of the state legislature also met 
last month at the state house and voted 
to send a delegation to ask Governor 
Tobin to invoke his emergency wartime 
powers to compel restoration of the 5- 
cent local fare on the Elevated system. 

The meeting was called by Repre- 
sentative David M. Cleary, Charlestown 
Democrat. The road operates under the 
1918 Public Control Act. 

At the suggestion of members of the 
council, Dana said he would discuss the 
following proposals with the trustees: 


1. That self-supporting 5-cent bus lines 
or streetcar lines be permitted to operate 
on the 5-cent fare. Other lines, not self- 
supporting, to be eliminated or a 10-cent 
fare charged. 

2. That a 5-cent fare line be established 
from which persons wishing to ride on 
any other section of the railway would 
pay a full additional 10-cent fare, thus 
making the total fare 15 cents. This 
would give local passengers the benefit of 
a 5-cent ride. 

3. That a 15-cent fare be charged for 
longer rides, thus installing a zone sys- 
tem. 

4. That action be taken on a public peti- 
tion calling for restoration of the 5-cent 
fare, or the privilege of a return transfer, 
if the 10-cent fare were paid. 

The legislators meanwhile adopted a 
motion to confer with Governor Tobin 
and Governor-elect Bradford. 

State Auditor Buckley, now conduct- 
ing an audit of the Elevated’s books un- 
der legislative authority, was asked to 
speed up his audit so that the committee 
might have all pertinent facts relating to 
the road’s financial condition. 


New Jersey 


Gas Strike 


ORKERS at the Public Service Elec- 
tric & Gas Company’s gas produc- 
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tion plants at Jersey City and Piscataway 
township returned to their jobs on De- 
cember 27th. But a new strike “more far- 
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reaching” was under way at the Harrison 
plant, the state’s largest gas production 
works, and the Newark substation plant. 
The Harrison plant produces one-third 
of Public Service’s total output. 

The employees left their jobs in a dis- 
pute over wages. Thomas P. Boyle, union 
president, said the men walked out be- 
cause they felt they were being used as 
strike breakers in the other dispute. Pub- 
lic Service’s eight gas-producing plants 
are interlocked by connecting lines so that 
other plants can take up the slack if there 
is trouble in one or more plants. 

Announcement of the agreement end- 


ing the strike at the Jersey City and Pis- 
cataway plants was made by Allen Wei- 
senfeld, secretary of the state mediation 
board, who said a settlement had been 
reached on 11 points and the men would 
return to work. Weisenfeld said repre- 
sentatives of the union (AFL) had 
agreed to table the question of wages un- 
til meetings on January 13th and 14th. 

The strikes started on December 24th 
when employees failed to report for work. 
Shortly afterwards, Governor Walter E. 
Edge ordered the state to seize the plants 
under a 1946 utility act outlawing strikes 
in public utilities. 


New York 


Transit Men Join UMW 


M EMBERS of the American Federation 
of Municipal Transit Workers, 
AFL, which claims to represent 6,000 
New York transit system employees, have 
voted to affiliate with District 50 of John 
L. Lewis’ United Mine Workers. Ber- 
nard G. Brophy, union president, urged 
affiliation at the voting last month as the 
first move in a drive to “destroy Quill 
and his Communist supporters.” 

He referred to Michael J. Quill, presi- 
dent of the rival CIO Transport Workers 


Union. Brophy stated that the federation 
would apply immediately to District 50 
fora charter. This would give the transit 
group the full support of the UMW, but 
it would have autonomy within the dis- 
trict. So far as strikes are concerned, he 
added, “that will be decided by our own 
members and by nobody else.” 

A spokesman for Quill’s union, which 
claims 25,000 of the city’s 33,000 transit 
workers, ridiculed Brophy’s claim of 
6,000 members. He said that 600 would 


be more accurate. 


Pennsylvania 


Higher Rates Forecast 


AGE increases for utility workers 

may result in higher rates for 
water, gas, electricity, telephones, and 
transportation, John Siggins, Jr., chair- 
man of the state public utility commis- 
sion, said recently. 

He expressed the personal opinion that 
the PUC would grant increased tariffs if 
wages are boosted because utilities are 
guaranteed a “fair return by law.” 

Wages are considered part of operat- 
ing costs, which are paid before profits 
are determined. If wages go up, operat- 
ing costs go up, Mr. Siggins said, “and 
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I don’t see how rates could be prevented 
from going up either.” 

Utility workers, including those at the 
Duquesne Light Company, Pittsburgh, 
and the Philadelphia Transportation 
Company, have demanded wage increases. 

“Eventually” rates must come down if 
utilities are going to add customers, Mr. 
Siggins added, although refusing to pre- 
dict when tariffs would drop or when the 
commission would institute rate investi- 
gations again. 

The commission still operates on the 
basis of a wartime policy permitting utili- 
ties to earn in excess of a prewar maxi- 
mum of 6 per cent profit on investments. 
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The Latest Utility Rulings 


Temporary Gas Rate 
7 Milwaukee Gas Light Company 


unsuccessfully sought a temporary 
rate increase pending final disposition of 
its application for a permanent increase. 
The Wisconsin commission believed that 
a temporary increase was not required to 
permit the company to continue reason- 
ably adequate service or to prevent im- 
pairment of its financial position. 

In its petition for a permanent rate in- 
crease the company sought approval of 
revised schedules of rates which, in sub- 
stance, would substitute uniform metro- 
politan rates for present zone rates. But 
its petition for a temporary increase 
would temporarily retain the existing 
zone rate system. The commission noted 
that the net return under both petitions 
would be about equal. 

In support of the temporary increase 
the company contended that although it 
had completed its case for a permanent 
increase, it must anticipate considerable 
delay to permit evidence in opposition 
and by the commission staff. It also con- 
tended that, owing to higher costs, its re- 
turn on “fair value and prudent invest- 
ment in its property will be less than 4.2 
per cent and, under existing conditions of 
operation, petitioners’ costs will continue 
to increase in excess of increases which 
may occur in its operating revenues.” 

The commission pointed out that it 
does all in its power to expedite proceed- 
ings. 

However, it noted, the proceeding 
not only involves a substantial increase 
in rates, but also a fundamental change 
in the basis for fixing gas rates in the 
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Increase Disapproved 


Milwaukee metropolitan area. For this 
reason, the commission said, within rea- 
sonable limitations of time, all parties 
should be granted full opportunity to 
present pertinent and material evidence. 
Hearings on the petition for a permanent 
increase would go forward shortly after 
January 1, 1947. It would not permit any 
unnecessary delay. 

The commission ruled that, under con- 
templated procedure, the granting of the 
temporary rate increase to avoid delay 
was not warranted. At best, temporary 
rates would be effective for only a few 
months. 

3y its application for a permanent rate 
increase the company tacitly admitted the 
impropriety of its zone rates but, by its 
petition for the temporary rate increase, 
proposed to continue in effect the same 
zone rates. This was considered to be 
a fair basis for denial of the petition. The 
commission, in holding that the company 
failed to prove the necessity for the tem- 
porary increase, said: 

It relies for such necessity solely upon the 
proof offered in support of its original peti- 
tion for a permanent increase in rates. No 
showing has been made that the ability of 
the company to render reasonable and ade- 
quate service would be jeopardized by con- 
tinuation of existing rates. It is true that 
the level of the return which the company 
will experience under existing rates will be 
lower than the return heretofore enjoyed; 
although such diminution in return may not 
be quite as great as the company estimated... 


The prospective return to be earned in 
the relatively short period which would 
ensue before permanent rates could be 
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established was not deemed to be so un- 
reasonably low or inadequate as to en- 
danger the company’s finances or ability 


to render service. Re Milwaukee Gas 
Light Co. et al. (2-U-2224, 2-U-2032, 2- 
U-2042, 2-U-2047, 2-U-2044). 


7H 
Farm Held within Service Area of Telephone Company 


COMPLAINT to the Wisconsin com- 

mission by the occupant of a farm 
located about .4 of a mile from the lines 
of a telephone company that the com- 
pany had refused to render service re- 
sulted in an order directing service. 

It was shown on behalf of the pros- 
pective subscriber that up to about ten 
years prior to his application the com- 
pany had rendered service to a farm in 
the same general area. This evidence, to- 
gether with the company’s showing of 
willingness to serve if so ordered, was 
considered sufficient to spell out an un- 
dertaking or obligation of service. 

In a concurring opinion Commissioner 


e 


Bryan considered the fact that the lines 
of another company ran past the premises 
of the applicant, but arrived at the same 
conclusion as the majority when he found 
that the undertakings of both companies 
included the applicant’s premises. 

In his opinion Commissioner Bryan 
called attention to the fact that no finding 
had been made by the majority as to 
whether the proposed extension was 
necessary for reasonably adequate serv- 
ice to the public, which finding he con- 
sidered a necessary precedent to the 
validity of the order directing service. 
Jones v. Commonwealth Telephone Co. 
(2-U-2231). 


Denial of Radio License Renewal Upheld 


HE Federal Communications Com- 
mission’s refusal to renew the li- 
cense of a radio station was upheld by 
the United States Supreme Court, which 
reversed a ruling of the court of appeals 
for the District of Columbia that the 
commission’s action had been arbitrary. 
In what the court termed a “hard case” 
the conceded facts were said to be that a 
radio corporation operating a station in 
New York state had systematically and 
deliberately concealed the ownership of 
its stock from the Federal Communica- 
tions Commission. This was participated 
in by less than one-half of the stock- 
holders, whose property would be virtu- 
ally valueless if renewal of the license be 
denied. 

The court ruled that while nonpartici- 
pation of a majority of the stockholders 
was a factor to be considered by the com- 
mission in arriving at a just conclusion, 
it could not, as a matter of law, immunize 
the radio corporation from the conse- 
quences. 
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Commenting on a showing by the radio 
corporation that many other stations had 
made misstatements in their reports with- 
out receiving such a drastic penalty, Jus- 
tice Jackson made the following state- 
ment: 

But the very fact that temporizing and 
compromising with deception seemed not to 
discourage it, may have led the commission 
to the drastic measures here taken to preserve 
the integrity of its own system of reports. 
The mild measures to others and the appar- 
ently unannounced change of policy are con- 
siderations appropriate for the commission 
in determining whether its action in this case 
is too drastic, but we cannot say that the 
commission is bound by anything that ap- 
pears before us to deal with all cases at all 
times as it has dealt with some that seem 
comparable. 


The court’s consideration of evidence 
showing that the radio service of the sta- 
tion had always been of superior quality 
and tending to show that the public in- 
terest would be served by the renewal of 
the license may be summed up in this 
statement: 
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THE LATEST UTILITY RULINGS 


It may very well be that this station has 
established such a standard of public service 
that the commission would be justified in 
considering that its deception was not a mat- 
ter that affected its qualifications to serve 
the public. But it is the commission, not the 
courts, which must be satisfied that the pub- 
lic interest will be served by renewing the 
license. 

And the fact that we might not have 


made the same determination on the same 
facts does not warrant a substitution of 
judicial for administrative discretion since 
Congress has confided the problem to the 
latter. We agree that this is a hard case, 
but we cannot agree that it should be allowed 
to make bad law. 


Federal Communications Commission v. 
WOKO, Ine. 


7 


Unauthorized Operation Not a Bar to Certificate Award 


CERTIFICATE was granted by the 

Pennsylvania commission to a car- 
rier which, by its own admission, had 
been operating beyond the scope of its 
authority. The commission considered as 
evidence of good faith the fact that the 
carrier filed application for authority to 
render the service in question immedi- 


e 


ately upon discovering that its existing 
certificate was inadequate. 

Evidence indicating that the proposed 
service was reasonably necessary was 
considered sufficient to justify an award 
of a certificate. Re Jones Motor Co. (Ap- 
plication No. 59731, Folders 2, Am-A, 
3 Am-A, and 4 Am-A). 


No Automatic Reinstatement of Canceled Certificate 


A COMPLAINT against a furniture car- 
rier for operation without commis- 
sion authority was sustained by the 
Pennsylvania commission. He had oper- 
ated in 1937 under a permit issued by 
the commission, which was canceled 
when his insurance lapsed. Subsequently 
he renewed his insurance and took up the 
transportation business once again under 


the impression that this was proper. 

The commission pointed out that a can- 
celed permit is not automatically revived 
when the cause of cancellation has been 
removed and it ordered that all operations 
cease until a new certificate had been ob- 
tained. Pennsylvania Pub. Utility Com- 
mission v. Rice (Complaint Docket No. 
13701). 


e 


Commission Lacks Authority over Crossing in City 


, application of a railroad com- 
pany for authority to construct a 
grade crossing of certain highways with- 
in a municipality was dismissed by the 
Missouri commission for lack of jurisdic- 
tion. Municipal authority over grade 
crossings was paramount and a limitation 
on commission jurisdiction. However, 
in the interest of expediting a review of 
the matter the following ruling was made, 
to apply if a superior court considered 
that the matter was within commission 
jurisdiction : 

If this commission should ever seriously 


consider granting the desired permission it 
certainly should do so only when and if the 
situation becomes such, if it is ever possible, 
that a greater public need and interest in 
affording an outlet for industry outweighs 
the public interest and safety of the public 
which must use this important thoroughfare. 
Even though sight distances now are favor- 
able and the proposed restrictions and pro- 
tection of the crossing greatly reduce the 
potential hazards, it, nevertheless, is our con- 
clusion that the desired permission should 
not be granted and that the application should 
be disinissed. 


Re North Kansas City Bridge & Rail- 
road Co. (Case No. 10,833). 
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Other Important Rulings 


4 ee Wisconsin commission, in enter- 
taining an application for authority 
to increase telephone rates, said that it be- 
lieves that the desk-set instrument is ap- 
proaching obsolescence, and that the 
hand-set type instrument is now a stand- 
ard telephone instrument for rate pur- 
poses and that telephone subscribers 
should have a choice of standard tele- 
phone instruments at the rates author- 
ized. Re Turtle Lake Telephone Co. (2- 
U-2226). 


The Oklahoma Supreme Court, in its 
review of a commission decision, found 
no reversible error in the fact that one 
of the commission members indicated 
from his remarks during the hearing a 
preconceived notion as to certain matters 
involved, where examination of the entire 
record did not disclose that any substan- 
tial right had been denied the parties ad- 
versely affected by the decision. Holz- 
bierlein et al. v. State et al. 172 P2d 1007. 


The Missouri commission, in passing 
upon an application for authority to file 
new telephone rates, said that, while it is 
not its policy to fix rates by comparing 
the rates proposed with rates charged in 
other places of similar size and character, 
it must look into all the facts at hand in a 
case when the rates requested by the 
applicant are appreciably higher than 
rates charged in other cities for similar 
service. Re Salisbury Home Teleth. Co. 
(Case No. 10,817). 


The Civil Aeronautics Board denied 
American Airlines, Inc., authority to ac- 
quire control of Mid-Continent Airlines, 
Inc., where the combined system would 
not be well coordinated ; where acquisi- 
tion would divert traffic from other air 
carriers, impair competition necessary to 
an adequate air transportation system, 
and prejudice the board’s application of 
the congressional policy to develop an air 
transportation system properly adapted 


to commercial needs; and where the re- 
sulting benefits would not offset these 
objections. Re American Airlines, Inc. 
(Docket No. 2068). 


In reviewing the action of a lower 
court approving a plan for railroad reor- 
ganization, the Federal Circuit Court of 
Appeals ruled that it was proper for the 
court to consider events occurring sub- 
sequent to the promulgation of the plan 
by the Interstate Commerce Commission 
as bearing on its fairness and feasibility. 
St. Louis Southwestern R. Co. v. Hen- 
wood, 157 F2d 337. 


An action by a railroad against a coal 
company for its failure to pay for coal 
shipments in accordance with a private 
agreement was dismissed by the Alabama 
court with the ruling that the legal rights 
between a transportation company and a 
shipper as to charges for transportation 
are measured by the tariffs or rates pub- 
lished and on file with the commission, 
and any deviation from such published 
rates is of no binding force or effect. 
Louisville & N. R. Co. v. Black Creek 
Coal & Coke Co. 27 So2d 473. 


An attempt by a city to require an elec- 
tric company to cease doing business 
within its corporate limits was dismissed 
by the supreme court of Alabama which 
ruled that once a franchise is received 
and acted upon by a utility, a contractual 
right is conferred which may not be im- 
paired without violating the “contract im- 
pairment” clause of the Federal Constitu- 
tion. City of Bessemer v. Birmingham 
Electric Co. 27 So2d 565. 


A motor carrier’s application for 
authority to transfer a portion of its certi- 
ficate was denied by the Colorado com- 
mission in the absence of adequate evi- 
dence that the proposed division of 
authority would be to the advantage of 
the public. Re Foster et al. (Application 
No.7488-Transfer, Decision No.27103). 


Note—The cases above referred to, where decided by courts or regulatory commissions, will be 
published in full or abstracted in Public Ultilities Reports. 
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AMERICAN POWER & L. CO. v. SECURITIES AND EXCH. COM. 





UNITED STATES SUPREME COURT 


American Power & Light Company 
Vv. 

Securities and Exchange Commission 
No. 4 


Electric Power & Light Corporation 


Vv 


Securities and Exchange Commission 
No. 5 


— US —, 91 Led —, 67 S Ct — 
November 25, 1946 


ERTIORARI to United States Circuit Court of Appeals for 
C. the Fifth Circuit to review judgment affirming orders of 
Securities and Exchange Commission requiring dissolution of 
subholding companies pursuant to § 11(b)(2) of the Holding 
Company Act; affirmed. For lower court decision, see (1944) 
53 PUR(NS) 16, 141 F2d 606, affirming (1942) 11 SEC 

1146, 46 PUR(NS) 321. 


Interstate commerce, § 84 — Holding company regulation — Complicated corporate 


structure. 
1. Section 11(b) (2) of the Holding Company Act, 15 USCA § 79k(b) (2), 
directing the Securities and Exchange Commission to require simplification 
of holding company systems where there is undue complication or unfair 
distribution of voting power, is not unconstitutional, viewed from the stand- 
point of the commerce clause of the Federal Constitution, p. 37. 


Interstate commerce, § 27.1 — Status of holding company activities. 


2. A holding company system, including subholding companies, possesses an 
undeniable interstate character which makes it properly subject to the provi- 
sions of § 11(b)(2) of the Holding Company Act, 15 USCA § 79k(b) (2), 
requiring simplification, where the system embraces utility properties in 
many states and in foreign countries, the top holding company dominates and 
controls the system from its headquarters, control necessitates continuous 
and substantial use of the mails and instrumentalities of interstate commerce, 
and many operating companies in the system sell and transmit electricity or 
gas in interstate commerce, p. 37. 


Interstate commerce, § 1 — Powers of Congress — Regulation of corporate business. 


3. Congress has power under the commerce clause to impose relevant con- 
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ditions and requirements on those who use the channels of interstate com- 
merce so that those channels will not be conduits for promoting or perpetuat- 
ing economic evils, and to the extent that corporate business is transacted 
through such channels, affecting commerce in more states than one, Congress 
may act directly with respect to that business to protect what it conceives to 
be the national welfare, and it may prescribe appropriate regulations and de- 
termine the conditions under which that business may be pursued, p. 37. 


Interstate commerce, § 76.1 — Powers of Congress — Rights of stockholders — 
Reorganization — Corporate dissolution. 
4. Congress, in the exercise of its powers under the commerce clause, may 
compel changes in the voting rights and other privileges of stockholders, 
order the divestment or rearrangement of properties, and order the reorgani- 
zation or dissolution of corporations, p. 37. 


Intercor porate relations, § 5.1 — Constitutional requirements — Delegation of power 
— Holding Company Act. 

5. Section 11(b) (2) of the Holding Company Act, 15 USCA § 79k(b) (2), 
relating to simplification of holding company systems, does not constitute an 
unconstitutional delegation by Congress of legislative power to the Securities 
and Exchange Commission because it fails to set forth adequate standards 
for the Commission’s guidance, p. 42. 

Constitutional law, § 9 — Delegation of powers — Reasonable requirements. 
6. Congress is not constitutionally required to appraise beforehand the 
myriad situations to which it wishes a particular policy to be applied and to 
formulate specific rules for each situation; necessity fixes a point beyond 
which it is unreasonable and impracticable to compel Congress to prescribe 
detailed rules ; and it is constitutionally sufficient if Congress clearly deline- 
ates the general policy, the public agency which is to apply it, and the bound- 
aries of this delegated authority, p. 42. 


Intercor porate relations, § 5.1 — Constitutional requirements — Rules under legis- 
lative standards. 
7. The Securities and Exchange Commission is not constitutionally required 
to translate the legislative standards of the Holding Company Act into formal 
and detailed rules of thumb prior to their application to a particular case; 
if that agency wishes to proceed by the more flexible case-by-case method, 
the Constitution offers no obstacle, p. 42. 


Courts, § 4 — Functions — Legislative matters. 
8. It is not the function of the Supreme Court, in passing upon objections 
to the constitutionality of a statute, to reweigh diverse factors carefully con- 
sidered by Congress or to question the conclusion reached by Congress, p. 43. 


Intercorporate relations, § 5.1 — Constitutional requirements — Due process — 
Simplification of holding company system. 

9. Section 11(b) (2) of the Holding Company Act, 15 USCA § 79k(b) (2), 

aimed at unduly complicated corporate structures and inequitable distribu- 

tions of voting power, does not authorize or necessarily involve any destruc- 

tion of valuable interests without just compensation in violation of the due 
process clause of the Fifth Amendment, p. 43. 


Constitutional law, § 3 — Who may raise questions — Security holders affected by 
Holding Company Act. 
10. A contention that § 11(b)(2) of the Holding Company Act, 15 USCA 
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§ 79k(b) (2), is void in the absence of an express provision for notice to secu- 
rity holders and opportunity for hearing can properly be raised only by a secu- 
rity holder who has suffered injury due to lack of notice or opportunity for 
hearing, and intermediate holding companies which have received notice 
possess no standing to assert the invalidity of that section from the viewpoint 
of the security holders’ constitutional rights, p. 43. 


Intercorporate relations, § 19.7 — Holding company regulation — Complication by 
intermediate holding companies. 

11. A finding that the corporate structures and continued existence of two 
intermediate holding companies unduly and unnecessarily complicated a hold- 
ing company system and unfairly and inequitably distributed voting power 
among security holders, within the meaning of § 11(b)(2) of the Holding 
Company Act, 15 USCA § 79k(b) (2), was supported by evidence that they 
were under the control of a top holding company, that they had accumulations 
of unpaid preferred dividends in arrears, and that their purpose was to act 
as the leverage and pyramiding device whereby the top holding company 
could amass control over vast sums contributed by others and realize for 
itself large earnings and profits without proportionate investment, it appear- 
ing further that there was an absence of substantial evidence that either com- 
pany was able to perform any useful réle in the operations of its subsidiaries, 
p. 44. 

Corporations, § 18 — Distribution of voting power — Holding company. 
12. The capital structure and continued existence of subholding companies 
unfairly and inequitably distribute voting power among security holders of 
a holding company system, within the meaning of § 11(b)(2) of the Holding 
Company Act, 15 USCA § 79k(b) (2), where a top holding company exer- 
cises control through ownership of stock representing a disproportionate in- 
vestment in relation to the value of controlled property and a large investment 
in subsidiaries is without voting representation, p. 44. 


Appeal and review, § 28.9 — Scope of review — Simplification of holding company 
system — Choice of remedies. 

13. The judgment of the Securities and Exchange Commission, in choosing 
dissolution as necessary to insure that evils would be corrected and the stand- 
ards of § 11(b)(2) of the Holding Company Act, 15 USCA § 79k(b) (2), 
effectuated, is entitled to the greatest weight, and only if the remedy chosen 
is unwarranted in law or is without justification in fact should a court attempt 
to intervene in the matter, p. 47. 


Corporations, § 15 — Dissolution of holding company — Simplification of systems. 


14. Dissolution of a subholding company is contemplated by § 11(b) (2) of 
the Holding Company Act, 15 USCA § 79k(b) (2), as a possible remedy for 
the evils of undue complexity and unfair distribution of voting power at 
which the law is aimed, p. 47. 


Corporations, § 9 — Powers of Commission — Dissolution of holding company. 

15. The provision in § 11(b)(2) of the Holding Company Act, 15 USCA 
§ 79k(b) (2), directing the Securities and Exchange Commission to take 
such steps as it finds necessary to insure that “the corporate structure or con- 
tinued existence of any company in the holding company system” does not 
violate the standards of the act, does not limit the authority of the Commis- 
sion to orders removing a particular company from the holding company 
system so as to preclude the Commission from ordering the termination of 
the corporate existence of such a holding company, p. 47. 
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Corporations, § 15 — Dissolution of holding company — Simplification of system. 
16. Choice of dissolution of a subholding company as the proper remedy for 
simplification of a holding company system under § 11(b) (2) of the Holding 
Company Act, 15 USCA § 79 k(b) (2), is not so lacking in reasonableness 
as to constitute an abuse of Commission discretion where there is a factual 
basis for a conclusion that the subholding company performs no justifiable 
function and that there are unnecessary complexities enabling a top holding 
company to perpetuate its pyramided system, p. 49. 


Corporations, § 15 — Dissolution of holding company — Reasonableness. 
17. Dissolution of a subholding company, in order to meet the requirements 
of § 11(b)(2) of the Holding Company Act, 15 USCA § 79k(b) (2), is not 
so drastic a remedy as to be unreasonable where elimination of useless hold- 
ing companies may be carried out by fair and equitable methods so as to 
destroy nothing of real value, p. 49. 


Corporations, § 15 — Dissolution of holding company — Alternative remedies. 
18. An order of the Securities and Exchange Commission under § 11(b) (2) 
of the Holding Company Act, 15 USCA § 79k(b)(2), directing the dis- 
solution of a subholding company as a remedy for complications in the sys- 
tem, is not invalid because other solutions might have been selected, where 
the remedy chosen by the Commission is legally and factually sustainable, 
p. 50. 


Intercorporate relations, § 19.8 — Simplification of holding company system — 
Consolidation of proceedings. 

19. Refusal by the Securities and Exchange Commission to grant motions 
by companies involved in simplification proceedings under § 11(b)(2) of 
the Holding Company Act, 15 USCA § 79k(b) (2), to consolidate hearings 
on plans submitted under § 11(e), 15 USCA § 79k(e), is not error when 
the Commission, after thorough examination of the proposed plans, finds 
that they fail to hold out any real promise of effectuating the standards of 
§ 11(b)(2), p. 50. 


Corporations, § 9 — Jurisdiction of Commission — Dissolution of holding com- 
panies. 

20. The filing of simplification plans under § 11(e) of the Holding Company 
Act, 15 USCA § 79k(e), while hearings under § 11 (b)(2), 15 USCA 
§ 79k (b) (2), are in progress does not oust the Commission of jurisdiction 
to enter dissolution orders under § 11(b) (2), since § 11(e) merely permits 
holding companies to formulate their own programs or to submit plans in 
conformity with prior Commission orders, and it does not necessarily give 
such plans the effect of staying proceedings under § 11 (b)(2) where pro- 
ceedings are initiated prior to the filing of the plans, p. 50. 


(RuTLEDGE, J., concurs in separate opinion.) 
- 


APPEARANCES: Arthur A. Ballan- and John W. Nields with him on the 


tine (John F. MacLane, Frank A. 
Reid, Wilkie Bushby, and Joseph 
Schreiber with him on the brief) for 
petitioner in No. 4; Daniel James 
(John F. MacLane, Frank A. Reid, 
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brief) for petitioner in No. 5; Roger 
S. Foster, Solicitor, Securities and Ex- 
change Commission (J. Howard Mc- 
Grath, Solicitor General, Paul A. 
Freund, Milton V. Freeman, Assistant 
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Solicitor, Securities and Exchange 
Commission, Morton E. Yohalem, and 
David Ferber with him on the brief) 
for respondent; Percival E. Jackson 
filed brief on behalf of Holders of Pre- 
ferred Stock of Electric Power & Light 
Corporation as amicus curiae. 

Mr. Justice MurpuHy delivered the 
opinion of the court: We are con- 
cerned here with the constitutionality 
of § 11(b)(2) of the Public Utility 
Holding Company Act of 1935? and 
its application to the petitioners, the 
American Power & Light Company 
and the Electric Power & Light Cor- 
poration. 

American and Electric are two of 
the subholding companies in the Elec- 
tric Bond and Share Company holding 
company system, certain aspects of 
which were considered by this court 
in Electric Bond & Share Co. v. Secu- 
rities and Exchange Commission 
(1938) 303 US 419, 82 L ed 936, 22 
PUR(NS) 465, 58 S Ct 678, 115 
ALR 105. This system is a pyramid- 
like structure of which Bond and Share 
itself constitutes the apex, five sub- 
holding companies (including Ameri- 
can and Electric) create an interme- 
diate tier,* and approximately 237 
direct and indirect subsidiaries of the 
latter form the base. From the stand- 
point of book capitalization and assets, 
number of customers and areas served 
by the operating companies, and quan- 
tity of electricity generated and gas 
sold, the Bond and Share system con- 
stitutes the largest single public utility 


holding company system registered 
under the act. 

The proceeding now under review 
was instituted by the Securities and 
Exchange Commission under § 11(b) 
(2) of the act. After appropriate no- 
tice and hearing, the Commission 
found that the corporate structure and 
continued existence of American and 
Electric unduly and unnecessarily com- 
plicated the Bond and Share system 
and unfairly and inequitably dis- 
tributed voting power among the se- 
curity holders of that system, in 
violation of the standards of § 11(b) 
(2). (1942) 11 SEC 1146, 46 PUR 
(NS) 321. Orders were accordingly 
entered requiring the dissolution of 
both American and Electric and re- 
quiring them to submit plans for the 
effectuation of these orders. The first 
circuit court of appeals sustained the 
Commission’s action in all respects 
and affirmed its orders, while refusing 
to consider certain contentions of 
American and Electric which had not 
been raised before the Commission. 
(1944) 53 PUR(NS) 16, 141 F2d 
606. We granted certiorari because of 
the obvious public importance of the 
issues presented. (1945) 325 US 
846, 89 L ed 1968, 65 S Ct 1400. 


I 


[1-4] At the outset, we reject the 
claim that § 11(b)(2), viewed from 
the standpoint of the commerce clause, 
is unconstitutional. 

So far as here pertinent,® § 11(b) 





= Stat 803, 821, 15 USCA § 79k (b) 


2 The other three subholding companies are 
the American & Foreign Power Company, 
Inc., the National Power & Light Company 
and the American Gas & Electric Company. 
Bond and Share also has a wholly owned 
service subsidiary, Ebasco Services Incorpo- 


rated. The organizational setup is more ful- 
ly explained in the Commission’s opinion in 
this proceeding (1942) 11 SEC 1146, 46 PUR 
(NS) 321, and Re Electric Bond & Share 
Co. (1941) 9 SEC 978. 

8 The so-called “great-grandfather clause” 
of § 11 (b) (2) is not involved in this case. 
That provides that: “In carrying out the pro- 
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(2) directs the Securities and Ex- 
change Commission, as soon as prac- 
ticable after January 1, 1938, “To re- 
quire by order, after notice and oppor- 
tunity for hearing, that each registered 
holding company and each subsidiary 
company thereof, shall take such steps 
as the Commission shall find necessary 
to ensure that the corporate structure 
or continued existence of any company 
in the holding-company system does 
not unduly or unnecessarily complicate 
the structure, or unfairly or inequi- 
tably distribute voting power among 
security holders, of such holding-com- 
pany system. . . Except for the 
purpose of fairly and equitably dis- 
tributing voting power among the 
security holders of such company, 
nothing in this paragraph shall author- 
ize the Commission to require any 
change in the corporate structure or 
existence of any company which is not 
a holding company, or of any company 
whose principal business is that of a 
public-utility company.” 

Like § 11(b) (1) its statutory com- 
panion, § 11(b)(2) applies only to 
registered holding companies and their 
subsidiaries. We noted in North 
American Co. v. Securities and Ex- 
change Commission (1946) 327 US 
686, 90 L ed —, 62 PUR(NS) 257, 
66 S Ct 785, that by making certain in- 
terstate transactions unlawful unless a 
holding company registers with the 
Commission § 4(a), 15 USCA § 79d 
(a), and by extending § 11(b)(1) to 


registered holding companies. Con- 
gress has effectively applied § 11(b) 


(1) to those holding companies that 
are in fact in the stream of interstate 
activity or that affect commerce in 
more states than one. The identical 
observations can be made as to § 11 
(b) (2). 
ited by reference to the registration 
requirements, to those holding com- 
panies which depend for their very ex- 
istence upon the constant and sys- 
tematic use of the mails and the instru- 
mentalities of interstate commerce. 


Effect is thereby given to the legisla- | 


tive policy set forth in § l(c), 
USCA § 79a(c), of interpreting all 
provisions of the act to meet the prob- 
lems and to eliminate the evils 
nected with public-utility holding com- 
panies which are engaged in interstate 
commerce or in activities which direct- 
ly affect or burden interstate com- 
merce.” 

The Bond and Share system, includ- 
ing American and Electric, possesses 
an undeniable interstate character 
which makes it properly subject, from 
the statutory standpoint, to the provi- 
sions of § 11(b)(2). This vast sys- 
tem embraces utility properties in 
no fewer than 32 states, from New 
Jersey to Oregon and from Minnesota 
to Florida, as well as in 12 foreign 
countries. 


Bond and Share dominates | 


Its impact is likewise lim- | 


“con- | 





and controls this system from its head- | 


quarters in New York city.‘ 
the situation in the North American 





visions of this paragraph the Commission shall 
require each registered holding company (an | 
any company in the same holding-company 
system with such holding company) to take 
such action as the Commission shall find nec- 
essary in order that such holding company 
shall cease to be a holding company with re- 
spect to each of its subsidiary companies which 
itself has a subsidiary company which is a 
holding company.” See Otis & Co. v. Securi- 
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ties and Exchange Commission (1945) 323 
US 624, 89 L ed 511, 57 PUR(NS) 65, 65 
S Ct 483. 

4The Commission found that: “This con- 
trol of the subholding companies by Bond and 
Share is not limited in ope ation to the mere 
casting of a certain percentage of votes at 
stockholders’ meetings. It permeates every 


stratum and unit of the holding company sys- 


tem in the most comprehensive manner. 
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Case, supra, the proper control and 
functioning of such an extensive multi- 
state network of corporations necessi- 
tates continuous and substantial use 
of the mails and the instrumentalities 
of interstate commerce. Only in that 
way can Bond and Share, or its sub- 
holding companies or service sub- 
sidiary, market and distribute secu- 
rities, control and influence the various 
operating companies, negotiate inter- 
system loans, acquire or exchange 
property, perform service contracts, or 
reap the benefits of stock ownership. 
See § l(a). See also International 
Textbook Co. v. Pigg (1910) 217 US 
91, 54 L ed 678, 30 S Ct 481, 27 LRA 
(NS) 493, 18 Ann Cas 1103. More- 
over, many of the operating companies 
on the lower echelon sell and transmit 
electric energy or gas in interstate 
commerce to an extent that cannot be 
described as spasmodic or insignifi- 
cant. Electric Bond & Share Co. v. 
Securities and Exchange Commission, 
supra, 303 US at p. 432.5 Such 
activities serve to augment the inter- 
state nature of the Bond and Share 
system. And they make even plainer 


the fact that this system falls within 
the intended scope of § 11(b) (2). 
Congress, of course, has undoubted 
power under the commerce clause to 
impose relevant conditions and re- 
quirements on those who use the chan- 
nels of interstate commerce so that 
those channels will not be conduits for 
promoting or perpetuating economic 
evils. North American Co. v. 
Securities and Exchange Commission, 
supra; United States v. Darby (1941) 
312 US 100, 85 L ed 609, 61 S Ct 451, 
132 ALR 1430; Brooks v. United 
States (1925) 267 US 432, 69 L ed 
699, 45 S Ct 345. Thus to the extent 
that corporate business is transacted 
through such channels, affecting com- 
merce in more states than one, Con- 
gress may act directly with respect to 
that business to protect what it con- 
ceives to be the national welfare. It 
may prescribe appropriate regulations 
and determine the conditions under 
which that business may be pursued.® 
It may compel changes in the voting 
rights and other privileges of stock- 
holders.” It may order the divestment 
or rearrangement of properties.’ It 
may order the reorganization or dis- 





Through the concentrated voting power of the 
securities owned by Bond and Share, it is able 
to elect the directors of the subholding com- 
panies, and thus govern selection of the re- 
spective management. Through the man- 
agements of the subholding companies it is 
able to govern selection of the directors and 
managements of each of the operating compa- 
ny subsidiaries of each of the subholding com- 
panies. The latter are in turn responsive to 
Bond and Share’s wishes respecting entry into 
service contracts with Ebasco Services In- 
corporated, and the details of the operations 
of their companies.” 11 SEC at pp. 1203, 
1204, 46 PUR(NS) at pp. 374, 375. 


5 The record before this court in the Bond 
& Share Case revealed that more than 31 per 
cent of the total electric energy generated by 
Bond and Share subsidiaries is transmitted 
across state lines, while more than 25 per cent 
of all the electric energy transmitted across 
state lines in the United States is handled by 


Bond and Share companies. Approximately 
47 per cent of the gas handled by Bond and 
Share companies is transported across state 
lines, this amount constituting more than 20 
per cent of all the gas transported across state 
lines in the United States. 

6 United States v. Darby (1941) 312 US 
100, 85 L ed 609, 61 S Ct 451, 132 ALR 1430; 
Electric Bond & Share Co. v. Securities and 
Exchange Commission (1938) 303 US 419, 82 
L ed 936, 22 PUR(NS) 465, 58 S Ct 678, 11 
ALR 105. 

7 Northern Securities Co. v. United States 
(1904) 193 US 197, 48 L ed 679, 24 S Ct 436; 
Standard Oil Co. v. United States (1911) 221 
US 1, 55 L ed 619, 31 S Ct 502; United 
States v. American Tobacco Co. (1911) 221 
US 106, 55 L ed 663, 31 S Ct 632. 

8 North American Co. v. Securities and Ex- 
change Commission (1946) 327 US 686, 90 
L ed —, 62 PUR(NS) 257, 66 S Ct 785. 
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solution of corporations.® In short, 
Congress is completely uninhibited by 
the commerce clause in selecting the 
means considered necessary for bring- 
ing about the desired conditions in the 
channels of interstate commerce. Any 
limitations are to be found in other 
sections of the Constitution. Gibbons 
v. Ogden (1824) 9 Wheat. 1, 196, 6 
L ed 23. 

Since the mandates of § 11(b) (2) 
are directed solely to public utility 
holding company systems that use the 
channels of interstate commerce, the 
validity of that section under the com- 
merce clause becomes apparent. It is 
designed to prevent the use of those 
channels to propagate and disseminate 
the evils which had been found to flow 
from unduly complicated systems and 
from inequitable distributions of vot- 
ing power among security holders of 
the systems. Such evils are so inex- 
tricably entwined around the inter- 
state business of the holding company 
systems as to present no serious ques- 
tion as to the power of Congress un- 
der the commerce clause to eradicate 
them. 

In the extensive studies which. pre- 


ceded the passage of the Public Utility 
Holding Company Act, it had been 
found that “The most distinctive char- 
acteristic, and perhaps the most seri- 
ous defect of the present holding-com- 
pany organization is the pyramided 
structure which is found in all of the 
important holding-company groups ex- 
amined.” 7° The pyramiding device 
in its most common form consisted of 
interposing one or more subholding 
companies between the holding com- 
pany and the operating companies and 
issuing, at each level of the structure, 
different classes of stock with unequal 
voting rights. Most of the financing 
of the various companies in the struc- 
ture occurred through the sale to the 
public of bonds and preferred stock 
having low fixed returns and generally 
carrying no voice in the managements. 
Under such circumstances, a relatively 
small but strategic investment in com- 
mon stock (with voting privileges) in 
the higher levels of a pyramided struc- 
ture often resulted in absolute control 
of underlying operating companies 
with assets of hundreds of millions of 
dollars." A tremendous “leverage” 
in relation to that stock was thus pro- 





® Northern Securities Co. v. United States, 
supra; Standard Oil Co. v. United States, 
supra; United States v. Reading Co. (1920) 
253 US 26, 64 L ed 760, 40 S Ct 425; United 
States v. Delaware & H. Co. (1909) 213 US 
366, 53 L ed 836, 29 S Ct 527. See also 
Breckenridge, “Legal Study on Constitutional 
Power of Congress to Regulate Stock Own- 
ership in Railroads Engaged in Interstate 
Commerce,” House Report No. 2789, 71st 
Cong., 3d Sess., Vol. 1, p. 1. 

10 Federal Trade Commission Report to the 
Senate, “Utility Corporations,” S. Doc. 92, 
Part 72-A, 70th Cong., Ist Sess., p. 858. See 
also Bonbright and Means, The Holding 
Company (1932), p. 147; Barnes, The Eco- 
nomics of Public Utility Regulation (1942), 
pp. 71-81, 143-48. 

11 “By the pyramiding of holdings through 
numerous intermediate holding companies and 
by the issue, at each level of the structure, 
of different classes of stock with unequal vot- 
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ing rights it has frequently been possible for 
relatively small but powerful groups with a 
disproportionately small investment of their 
own to control and to manage solely in their 
own. interest tremendous capital investments of 
other people’s money.”” Report of the National 
Power Policy Committee on Public-Utility 
Holding Companies, H. Doc. 137, 74th Cong., 
Ist Sess., pp. 4, 5. 

“The effect of such pyramiding is to multiply 
greatly the control that can be exercised by 
the dominant parties through their personal 
resources. For example, in the illustration 
just given, an investment of $1 in common 
stock of Corpor.tion Securities Co. of Chicago 
would exercise control over about $2,000 in- 
vested in properties of some of the operating 
companies at the bottom of the pyramid. It 
seems very unsafe to have any form of pyra- 
miding which has such a financial basis not 
only on account of the excessive concentration 
of control over immense masses of property 
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duced ; the earnings of the top holding 
company were greatly magnified by 
comparatively small changes in the 
earnings of the operating companies. 
The common stock of the top holding 
company might quickly rise in value 
and just as quickly fall, making it a 
natural object for speculation and 
gambling. In many instances this cre- 
ated financially irresponsible manage- 
ments and unsound capital structures.™ 
Public investors in such stock found 
themselves the innocent victims, while 
those who supplied most of the capital 
through the purchase of bonds and pre- 
ferred stock likewise suffered in addi- 
tion to being largely disfranchised. 
Prudent management of the operating 
companies became a minor considera- 
tion, with pressure being placed on 
them to sustain the excessive capitali- 
zation to the detriment of their serv- 
ice to consumers. Reduction of rates 
was firmly resisted. The conclusion 
was accordingly reached by those 
making the studies that the highly 
pyramided system “is dangerous and 
has no justification for existence” ™ 
and “represents the holding-company 
system at its worst.” ™ 

Such was the general nature of the 
problem to which Congress addressed 
itself in § 11(b)(2). Various abuses 
traceable in substantial measure to the 
use of the pyramiding device were 
enumerated in § 1(b). And it was 
specifically found in § 1(b)(3) that 


the national public interest and the in- 
terests of the investors and consumers 
are or may be adversely affected “when 
control of such [subsidiary] com- 
panies is exerted through dispropor- 
tionately small investment.” 

The problem which underlies § 11 
(b) (2), therefore, deals with the very 
essence of holding company systems. 
Their pyramided structures and the 
resulting abuses, like their other char- 
acteristics, rest squarely upon an ex- 
tensive use of the mails and the instru- 
mentalities of ‘interstate commerce. 
Conversely, every interstate transac- 
tion of such systems is impregnated in 
one degree or another with the effects 
of complicated corporate structures 
and inequitable distributions of voting 
power. Many of these effects may be 
intangible and indistinct, but they are 
nonetheless real. 

To deny that Congress has power to 
eliminate evils connected with pyra- 
mided holding company systems, evils 
which have been found to be promoted 
and transmitted by means of interstate 
commerce, is to deny that Congress 
can effectively deal wtih problems con- 
cerning the welfare of the national 
economy. We cannot deny that pow- 
er. Rather we reaffirm once more the 
constitutional authority resident in 
Congress by virtue of the commerce 
clause to undertake to solve national 
problems directly and realistically, giv- 
ing due recognition to the scope of 





but also because of the opportunity it offers to 
financial adventurers to have too much influ- 
ence over the general economic interests of the 
country.” Federal Trade Commission Re- 
port, supra, note 10, p. 161. 

12The Federal Trade Commission Report, 
supra, note 10, p. 860, found that the highly 
pyramided holding company system tends to 
make those few in control at the top “(1) neg- 
lect good management of operating companies, 
especially by failing to provide for adequate 


depreciation; (2) exaggerate profits by un- 
sound, deceptive accounting; (3) seek exorbi- 
tant profits from service fees exacted from 
subsidiaries; (4) disburse unearned dividends, 
because the apparent gains, so obtained, great- 
ly magnify the rate of earnings for the top 
holding company; and (5) promote extrava- 
gant speculation in the prices of such equity 
stocks on the exchanges.” 

13 Jbid., p. 162. 

14 Tbid., p. 860. 
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state power. That follows from the 
fact that the Federal commerce power 
is as broad as the economic needs of 
the nation. North American Co. v. 
Securities and Exchange Commission, 
supra. 


II 


[5-7] We likewise reject the claim 
that § 11(b) (2) constitutes an uncon- 
stitutional delegation of legislative 
power to the Securities and Exchange 
Commission because of an alleged 
absence of any ascertainable standards 
for guidance in carrying out its func- 
tions. 

Section 11(b)(2) itself provides 
that the Commission shall act so as to 
ensure that the corporate structure or 
continued existence of any company 
in a particular holding company sys- 
tem does not “unduly or unnecessarily 
complicate the structure” or “unfairly 
or inequitably distribute voting power 
among security holders.” It is argued 
that these phrases are undefined by 
the act, are legally meaningless in 
themselves and carry with them no 
historically defined concepts. As a 
result, it is said, the Commission is 
forced to use its unlimited whim to de- 
termine compliance or noncompliance 
with § 11(b) (2); and in framing its 
orders, the Commission has unfettered 
discretion to decide whose property 
shall be taken or destroyed and to what 
extent. Objection is also made on the 
score that no standards have been de- 
veloped or announced by the Commis- 
sion which justify its action in this 
case. 

These contentions are without 
merit. Even standing alone, standards 
in terms of unduly complicated cor- 
porate structures and inequitable dis- 
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tributions of voting power cannot be 
said to be utterly without meaning, 
especially to those familiar with cor- 
porate realities. But these standards 
need not be tested in isolation. They 
derive much meaningful content from 
the purpose of the act, its factual 
background and the statutory context 
in which they appear. See Intermoun- 
tain Rate Cases (1914) 234 US 476, 
58 L ed 1408, 34 S Ct 986. From 
these sources—from the manifold evils 
revealed by the legislative investiga- 
tions, the express recital of evils in 
§ 1(b) of the act, the general policy 
declarations of Congress in § 1(c), the 
standards for new security issues set 
forth in § 7, 15 USCA § 79g, the con- 
ditions for acquisitions of properties 
and securities prescribed in § 10, and 
the nature of the inquiries contemplat- 
ed by § 11(a)—a veritable code of 
rules reveals itself for the Commission 
to follow in giving effect to the stand- 
ards of § 11(b)(2). These standards 
are certainly no less definite in nature 
than those speaking in other contexts 
in terms of “public interest,” “just 
and reasonable rates,” “unfair methods 
of competition” or “relevant factors.” 
The approval which this court has 
given in the past to those standards 
thus compels the sanctioning of the 
ones in issue. See New York Central 
Securities Corp. v. 
(1932) 287 US 12, 24, 25, 77 L ed 


138, 53 S Ct 45; Yakus v. Unitedf 


States (1944) 321 US 414, 419-427, 
88 L ed 834, 64 S Ct 660, and cases 
cited. 

The judicial approval accorded 
these “broad” standards for adminis- 
trative action is a reflection of the 
necessities of modern legislation deal- 
ing with complex economic and social 
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problems. See Sunshine Anthracite 
Coal Co. v. Adkins (1940) 310 US 
381, 398, 84 L ed 1263, 60 S Ct 907. 
The legislative process would frequent- 
ly bog down if Congress were constitu- 
tionally required to appraise before- 
hand the myriad situations to which it 
wishes a particular policy to be applied 
and to formulate specific rules for each 
situation. Necessity therefore fixes a 
point beyond which it is unreasonable 
and impracticable to compel Congress 
to prescribe detailed rules; it then be- 
comes constitutionally sufficient if Con- 
gress clearly delineates the general 
policy, the public agency which is to 
apply it, and the boundaries of this 
delegated authority. Private rights 
are protected by access to the courts to 
test the application of the policy in the 
light of these legislative declarations. 
Such is the situation here. 

Under these circumstances, it is of 
no constitutional significance that the 
Commission, in executing the policies 
of § 11 (b) (2), also has discretion to 
fashion remedies of a civil nature nec- 
essary for attaining the desired goals. 
See Phelps Dodge Corp. v. National 
Labor Relations Board (1941) 313 
US 177, 194, 85 L ed 1271, 61 S Ct 
845, 133 ALR 1217. The legislative 
policies and standards being clear, ju- 
dicial review of the remedies adopted 
by the Commission safeguards against 
statutory or constitutional excesses. 

Nor is there any constitutional re- 
quirement that the legislative stand- 
ards be translated by the Commission 
into formal and detailed rules of thumb 
prior to their application to a particu- 
lar case. If that agency wishes to pro- 
ceed by the more flexible case-by-case 
method, the Constitution offers no ob- 
stacle. All that can be required is that 


the Commission’s actions conform to 
the statutory language and policy. 


III 


[8-10] Our decision in North 
American Co. v. Securities and Ex- 
change Commission, supra, largely dis- 
poses of the objections to § 11 (b) (2) 
on the basis of the due process clause 
of the Fifth Amendment. 

Section 11 (b) (2), like § 11 (b) 
(1), materially affects many property 
interests of holding companies and 
their investors; it may even destroy 
whatever right there is to continued 
corporate existence on the part of a 
holding company that is found to com- 
plicate a system unnecessarily and to 
serve no useful function. But Con- 
gress carefully considered these vari- 
Ous interests and found them “out- 
weighed by the political and general 
economic desirability of breaking up 
concentrations of financial power in the 
utility field too big to be effectively 
regulated in the interest of either the 
consumer or the investor and too big 
to permit the functioning of democratic 
institutions.” It is not our function 
to reweigh these diverse factors or to 
question the conclusion reached by 
Congress. Nor can we say that § 11 
(b) (2) on its face authorizes or nec- 
essarily involves any destruction of any 
valuable interests without just compen- 
sation. The legislative policy and the 
statutory safeguards pointed out in the 
North American Case negative that 
argument. 

Equally groundless is the contention 
that § 11 (b) (2) is void in the ab- 
sence of an express provision for notice 
and opportunity for hearing as to se- 


15 Senate Report No. 621, 74th Cong., Ist 
Sess., p. 12. 
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curity holders regarding proceedings 
under that section. The short answer 
is that such a contention can be raised 
properly only by a security holder who 
has suffered injury due to lack of no- 
tice or opportunity for hearing. No 
security holder of that type is now be- 
fore us. The managements of Ameri- 
can and Electric admittedly were no- 
tified and participated in the hearings 
as required by § 11 (b ) (2) ; and they 
possess no standing to assert the in- 
validity of that section from the view- 
point of the security holders’ constitu- 
tional rights to notice and hearing. See 
Tyler v. Judges of Court of Registra- 
tion (1900) 179 US 405, 410, 45 L 
ed 252, 21 S Ct 206; Hatch v. Rear- 
don (1907) 204 US 152, 160, 51 Led 
415, 27 S Ct 188. 

However, the Commission in this 
instance actually gave all security hold- 
ers of American and Electric public no- 
tice of the pendency of the § 11 (b) 
(2) proceedings and invited them to 
file applications for intervention before 
a stated time. This was done pursuant 
to § 19, 15 USCA § 79s, which per- 
mits the Commission, in accordance 
with such rules and regulations as it 
may prescribe, to admit any represent- 
ative of interested consumers or in- 
vestors, or any other appropriate per- 
son, as a party to any proceeding be- 
fore that body. These security holders 
thus received everything which the 
Constitution could possibly guarantee 
them in this respect. 

That the statute does not expressly 
insist upon what in fact has been given 
the security holders is without consti- 
tutional relevance under these circum- 
stances. Wherever possible, statutes 
must be interpreted in accordance with 
constitutional principles. Here, in the 
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absence of definite contrary indica- 
tions, it is fair to assume that Con- 
gress desired that § 11 (b) (2) be law- 
fully executed by giving appropriate 
notice and opportunity for hearing to 
all those constitutionally entitled there- 
to. And when that assumption is add- 
ed to the provisions of § 19, it becomes 
quite evident that the Commission is 
bound under the statute to give notice 
and opportunity for hearing to con- 
sumers, investors and other persons 
whenever constitutionally necessary. 
See The Japanese Immigrant Case 
(1903) 189 US 8&6, 100, 47 L ed 721, 
23S Ct 611. 

But should the Commission neglect 
to follow the necessary procedure in a 
particular case, such failure would at 
most justify an objection to the admin- 
istrative determination rather than to 
the statute itself. It would then be 
needless to do more than nullify the 
action taken in disregard of the consti- 
tutional rights to notice and opportu- 
nity for hearing. Since we do not 
have that situation here, however, we 
need only reiterate that § 11 (b) (2), 
fairly construed, neither expressly nor 
impliedly authorizes unconstitutional 
procedure. It is thus immune to at- 
tack on that basis. See Kentucky Rail- 
road Tax Cases (1885) 115 US 321, 
29 L ed 414, 6 S Ct 57; Bratton v. 
Chandler (1922) 260 US 110, 67 L 
ed 157, 43 S Ct 43; Toombs v. Citi- 
zens Bank (1930) 281 US 643, 74 L 
ed 1088, 50 S Ct 434. Cf. Coe v. Ar- 
mour Fertilizer Works (1915) 237 
US 413, 59 L ed 1027, 35 S Ct 625; 
Wuchter v. Pizzutti (1928) 276 US 
13, 72 L ed 446, 48 S Ct 259. 


IV 
[11,12] Turning to the Commis- 
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sion’s action under § 11 (b) (2) with 
respect to American and Electric, we 
find that the record amply supports the 
finding that their corporate structures 
and continued existence unduly and 
unnecessarily complicate the Bond and 
Share system and unfairly and inequi- 
tably distribute voting power among 
the security holders of that system. We 
need do no more here than state the 
major facts before the Commission un- 
derlying this crucial finding. 

Bond and Share organized these 
two subholding companies under the 
laws of Maine in 1909 and 1925, re- 
spectively. Until 1935, American and 
Electric had neither offices nor em- 
ployees ; their books were kept by Bond 
and Share employees in Bond and 
Share’s offices in New York city. 
Their officers were employed by and 
paid by Bond and Share. Their sub- 
sidiaries were managed in every detail 
by Bond and Share. And whenever 
they dealt with their parent they were 
represented solely by employees and 
counsel of Bond and Share. Function- 
ally, the Commission found, American 
and Electric were mere sets of books 
in Bond and Share’s office. 

In 1935, shortly before the effective 
date of the Public Utility Holding 
Company Act, certain superficial 
changes were made in the organiza- 
tional setup of the Bond and Share sys- 
tem. A separate service subsidiary, 
Ebasco Services Incorporated, was 
created to continue functions formerly 
carried out by the Bond and Share 
service department. Each of the sub- 
holding companies, including Ameri- 
can and Electric, was given its own set 
of officers and employees as well as a 
separate suite of offices in the Bond and 
Share office building. Other minor 


changes took place, but the system in 
effect continued to operate precisely as 
it had prior to 1935. Bond and Share 
still had complete and unquestioned 
control over American, Electric and 
their operating subsidiaries. 

There is an absence of substantial 
evidence that either American or Elec- 
tric is presently able to perform any 
useful rdle in the operations of its sub- 
sidiaries, such as organizing them into 
integrated systems or furnishing them 
with capital or cash. Both companies 
currently have vast accumulations of 
unpaid preferred dividends in arrears, 
not having been able to meet dividend 
requirements in the ten years preced- 
ing 1941. Instances of past functions 
relating to subsidiaries reveal either 
harmful results or the guiding hand of 
Bond and Share. 

The real purpose of American and 
Electric, as the Commission found, is 
to act as the leverage and pyramiding 
device whereby Bond and Share can 
amass control over vast sums contrib- 
uted by others and realize for itself 
large earnings and profits without pro- 
portionate investment—the prime evil 
at which § 11 (b) (2) is directed. 

Bond and Share holds 20.7 per cent 
of the total voting stock of American, 
this holding having a book value of 
nearly $10,000,000 or 3.68 per cent of 
American’s total capitalization of 
$270,000,000. Through this invest- 
ment, Bond and Share controls not 
only American but also American’s 21 
subsidiaries with a total capitalization 
of $729,000,000. An investment of 
$10,000,000 thus controls $729,000,- 
000, a ratio of 1 to 73. 

Bond and Share also holds 46.8 per 
cent of Electric’s total voting stock; 
the book equity of this holding 
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amounts to $17,500,000 or 9.14 per 
cent of Electric’s total capitalization of 
$192,000,000. Bond and Share is 
thereby enabled to control not only 
Electric but also Electric’s 11 direct 
and 11 indirect subsidiaries with a to- 
tal capitalization of $654,000,000. An 
investment of $17,500,000 thus con- 
trols $654,000,000, a ratio of 1 to 37. 

The Commission, however, made 
alternative calculations which gave 
American and Electric the benefit of a 
more favorable assumption. It adjust- 
ed upward the book figures for Bond 
and Share’s common stock interests in 
these companies to reflect the amount 
by which the values on the books of the 
subsidiaries exceeded corresponding 
values at which American and Electric 
carried their stock interest in those 
subsidiaries. But even after such ad- 
justments, Bond and Share’s invest- 
ment equals only 8.2 per cent of Amer- 
ican’s capitalization and only 3.42 per 
cent of the book values of American’s 
subsidiaries; and its investment in 
Electric is the equivalent of only 22.25 
per cent of Electric’s capitalization and 
8.72 per cent of the book values of 
Electric’s subsidiaries.”® 

This disproportion between Bond 
and Share’s investment and the value 
of the property controlled is even more 
acute if further adjustments are made 
to reflect the unconscionable write-ups 
and inadequate depreciation which the 


Commission found in the book figures 
of the various operating companies. 
American and Electric disagree with 
many of these adjustments and urge 
that the book values can be justified ; 
and complaint is made that the Com- 
mission refused to consider certain val- 
uation testimony offered by American 
in this respect. We deem it unneces- 
sary, however, to enter into these dis- 
puted matters. Even with the use of 
the book values, the attenuated invest- 
ment ratio is such as to justify the 
Commission’s conclusion that Bond 
and Share’s control of the operating 
companies is achieved “through dis- 
proportionately small investment.” On 
that basis, over 96 per cent of the in- 
vestment in American’s subsidiaries is 
without effective voting representa- 
tion, while over 91 per cent of the book 
values of Electric’s subsidiaries is sim- 
ilarly disfranchised.”” 

Such evidence is more than enough 
to support the finding that American 
and Electric are but paper companies 
without legitimate functional purpose. 
They serve merely as the mechanism 
by which Bond and Share maintains a 
pyramided structure containing the 
seeds of all the attendant evils con- 
demned by the act. It was reasonable, 
therefore, for the Commission to con- 
clude that American and Electric are 
undue and unnecessary complexities in 
the Bond and Share system and that 





16 Bond and Share’s holdings of voting stock 
of all five of its subholding companies have a 
stated book value of only $53,337,600, after 
adjustment for preferred arrearages, which is 
equal to about 1.85 per cent of the combined 
consolidated capitalization of the five subhold- 
ing company systems. This results, after ad- 
justments, in rendering completely ineffectual 
whatever voting power remains for the se- 
curities in the hands of the public investors 
who have contributed over 80 per cent of the 
total capitalizations. 
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17 We do not understand the Commission to 
contend that the percentage of voting power 
and the percentage of investment should nec- 
essarily be equal. Its view simply is that no 
process of weighting could render fair and 
equitable a distribution of voting power by 
which Bond and Share controls all of Amer- 
ican’s subsidiaries by an investment represent- 
ing at best 3.42 per cent of their capitalization, 
or 8.72 per cent in the case of Electric’s sub- 
sidiaries. See Re Electric Bond & Share 
Co. (1941) 9 SEC 978, 992. 
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their existence unfairly and inequitably 
distributes voting power among the 
security holders of the system. 


V 


[13-15] The major objection raised 
by American and Electric relates to the 
Commission’s choice of dissolution as 
“necessary to ensure” that the evils 
would be corrected and the standards 
of § 11 (b) (2) effectuated. Emphasis 
is placed upon alternative plans which 
are less drastic in nature and which al- 
legedly would meet the statutory 
standards. 

It is a fundamental principle, how- 
ever, that where Congress has en- 
trusted an administrative agency with 
the responsibility of selecting the 
means of achieving the statutory policy 
“the relation of remedy to policy is pe- 
culiarly a matter for administrative 
competence.” Phelps Dodge Corp. v. 
National Labor Relations Board, su- 
pra, 313 US at p. 194. In dealing with 
the complex problem of adjusting hold- 
ing company systems in accordance 
with the legislative standards, the 
Commission here has accumulated ex- 
perience and knowledge which no court 
can hope to attain. Its judgment is 
entitled to the greatest weight, while 
recognizing that the Commission’s dis- 
cretion maust square with its responsi- 
bility. Only if the remedy chosen is 
unwarranted in law or is without jus- 
tification in fact should a court attempt 
to intervene in the matter. Neither 
ground of intervention is present in 
this instance. 


Dissolution of a holding company or 
a subholding company plainly is con- 


templated by § 11 (b) (2) asa possi- 
ble remedy. It directs the Commis- 
sion to take such steps as it finds nec- 
essary to ensure that “the corporate 
structure or continued existence of any 
company in the holding-company sys- 
tem” does not violate the standards set 
forth. American and Electric argue 
that the phrase “in the holding-com- 
pany system” limits the authority of 
the Commission to orders removing a 
particular company from the holding 
company system of which it is a part 
and does not permit an order termi- 
nating its corporate existence. Gram- 
matically, this contention is without 
merit. The phrase “in the holding- 
company system” no more modifies 
“continued existence” than it does 
“corporate structure.” It relates, 
rather, to the word “company,” as 
though the phrase read “the corporate 
structure or continued existence of any 
company which is in the holding-com- 
pany system.” 

Such a construction accords with the 
policy as well as other provisions of 
the act. Section 1 (c) declares it to 
be one of the policies of the act, in ac- 
cordance with which all provisions 
shall be interpreted, “to provide as 
soon as practicable for the elimination 
of public-utility holding companies ex- 
cept as otherwise expressly provided in 
this title.” The last sentence of § 11 
(b) (2) provides that “Except for the 
purpose of fairly and equitably dis- 
tributing voting power among security 
holders of such company, nothing in 
this paragraph shall authorize the 
Commission to require any change in 
the corporate structure or existence of 





18 The words “any company in the holding- 
company system” were substituted for the 
words “such company” in an earlier draft of 





§ 11 (b) (2). No change in substance was 
thereby indicated. 


66 PUR(NS) 





UNITED STATES SUPREME COURT 


any company which is not a holding 
company. ” Moreover, §§ 11 
(f) and 11 (g) specifically refer to dis- 
solution or plans for dissolution of reg- 
istered holding companies or their sub- 
sidiaries in accordance with § 11.” 
Such statements would be meaningless 
and unnecessary were dissolution not 
contemplated as a possible remedy un- 
der § 11 (b) (2). 

The legislative history supports this 
interpretation. The original bill which 
passed the Senate (S. 2796, 74th 
Cong., Ist Sess.) contained a provision 
quite similar to the present first sen- 
tence of § 11 (b) (2), except that it 
was mandatory that the Commission 
require each registered holding com- 
pany and subsidiary “to be reorganized 
or dissolved” when the Commission 
found that it violated the standards of 
that section. In addition, § 11 (e) as 
then written permitted a voluntary 
plan “for the divestment of control, 
securities, or other assets, or for the re- 
organization or dissolution, of such 
company or any subsidiary company.” 
The bill also contained a § 11 (b) (3), 
providing that within five years all 
holding companies should cease to be 
holding companies unless the equiva- 
lent of a certificate of convenience and 
necessity were obtained from the Fed- 
eral Power Commission. But the 
House of Representatives insisted up- 
on the elimination of § 11 (b) (3) and 
the bill finally reported out by the joint 
conference committee deleted that pro- 
vision. A further change was made 
at this time so that § 11 (b) (2), in- 
stead of specifying reorganization or 


dissolution as the remedies, gave the 
Commission power to require “such 
steps” as it might find necessary to en- 
sure compliance. Section 11 (e) was 
also changed to permit a voluntary 
plan “for the divestment of control, 
securities, or other assets or for other 
action by such company or any sub- 
sidiary company thereof.” 

Thus the compromise bill which be- 
came law omitted the unconditional 
provision of § 11 (b) (3) for the elim- 
ination of all holding companies with- 
in five years, substituting therefor the 
“oreat-grandfather clause” of § 11 (b) 
(2), and gave the Commission dis- 
cretion to determine the necessary 
steps for compliance instead of specify- 
ing reorganization or dissolution. 
There is nothing to indicate that the 
framers of the compromise bill meant 
to forbid reorganization or dissolution 
as remedies which the Commission 
might choose. Indeed, the fact that 
these two remedies had been previous- 
ly specified is strong evidence that they 
were in the minds of those who wrote 
the portion of § 11 (b) (2) now under 
consideration and that those persons 
merely wished not to restrict the Com- 
mission to those two remedies; they 
thus gave the Commission discretion 
to choose whatever remedy it felt nec- 
essary. This legislative histary, when 
combined with the various references 
to dissolution in other parts of § 11, 
compels the conclusion that dissolution 
is one of the remedies contemplated by 
§ 11 (b) (2) and that its choice falls 
within the allowable area of the Com- 
mission’s discretion. 











19 Section 11 (f) refers to fees, expenses 
and remuneration paid in connection with any 
reorganization, dissolution, liquidation, bank- 
ruptcy or receivership of a registered holding 
company or a subsidiary thereof. Section 11 
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(g) speaks of proxies, etc., used “in respect 
of any plan under this section for the divest- 
ment of control, securities, or other assets, or 
for the dissolution of any registered holding 
company or any subsidiary company thereof.” 
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[16] Nor can we say that the Com- 
mission’s choice of dissolution with re- 
spect to American and Electric is so 
lacking in reasonableness as to consti- 
tute an abuse of its discretion. The 
Commission chose dissolution because 
it felt that such action is calculated to 
correct the situation “most effectively 
and quickly, ever bearing in mind the 
stated policy of the act to provide as 
soon as practicable for the elimination 
of all holding companies except as ex- 
pressly provided in the act.” 11 SEC 
1146, 1215, 46 PUR(NS) 321, 385. 
It stated that while some measure of 
amelioration in the statutory offensive- 
ness of American and Electric might 
be afforded by other approaches, “in 
our opinion no approach presently 
available holds out the promise of ef- 
fectuating the statute’s requirements 
fully or promptly.” Jbid., p. 1215. Cf. 
Siegel Co. v. Federal Trade Commis- 
sion (1946) 327 US 608, 90 L ed —, 
66 S Ct 758. That this choice of dis- 
solution in preference to other reme- 
dies is not lightly to be disregarded is 
shown by the statement of Dr. Walter 
Splawn. much relied upon by Congress 
in shaping this statute, that ‘““The most 
effective means of preventing pyramid- 
ing is to eliminate the so-called inter- 
mediary company interposed between 
the operating company and the com- 
pany at the top.’ 


Without attempting to invade the 
domain of the Commission’s discretion, 
we can readily perceive a factual basis 
underlying the choice of dissolution in 
this instance. The Commission rea- 
sonably could conclude from the record 
that American and Electric perform no 





20 Splawn Report, Pt. 2, p. VII, made pur- 
suant to H. J. Res. 572, 72d Cong., 2d Sess., 
referred to in § 1 (b) of the act. 


{4] 


justifiable function; they are unneces- 
sary complexities enabling Bond and 
Share to perpetuate its pyramided sys- 
tem. The actual and potential evils re- 
sulting from their continued existence 
may well be said to outweigh any of 
their claimed advantages, especially 
since many of the latter seem impossi- 
ble of attainment due to the unsound 
financial structures of the companies. 
The Commission was thus warranted 
in feeling that dissolution of these com- 
panies is necessary to the attainment 

of the standards of § 11 (b) (2). 
[17] We are unimpressed, more- 
over, by the claim that dissolution is 
so drastic a remedy as to be unreason- 
able. Elimination of useless holding 
companies may be carried out by fair 
and equitable methods so as to destroy 
nothing of real value. American and 
Electric, the Commission found, are 
little more than a set of books and a 
portfolio of securities. And we cannot 
say that the Commission was without 
basis for its belief that dissolution un- 
der these circumstances would harm no 
one. It may well have considered the 
fact brought out in the argument be- 
fore us that, so far as Bond and Share 
and the public security holders are con- 
cerned, dissolution would mean little 
more than the receipt of securities of 
the operating companies in lieu of their 
present shares in American and Elec- 
tric. Any number of benefits might 
thereafter accrue to these security hold- 
ers. Their equities in the Bond and 
Share system would be materially 
strengthened by the removal of the use- 
less and costly subholding companies 
and their voting power would tend to 
be more in proportion to their invest- 
ment. The financial weaknesses of the 
various companies remaining in the 
66 PUR(NS) 
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system would be easier to correct, with 
numerous benefits to the consumers 
and the general public as well as the 
investors. “In short, the individual 
investor should receive the kind of a 
security he thought he was buying in 
the first place. The actual clearing up, 
through clean reorganizations, of the 
tangle in which holding-company fi- 
nance has left the industry and those 
who have invested in it, can reéstablish 
a confident, stable market for good 
utility securities.” Senate Report 
No. 621, 74th Cong., Ist Sess., p. 17. 
These factors lend substance to the 
Commission’s conclusion that “the dis- 
solution of these companies which not 
only have never served any useful pur- 
pose but have been a medium of much 
harm, will effectuate the provisions 
and policies of the act and will in all 
respects be beneficial to the public in- 
terest and the interest of investors and 
consumers ; and we so find.” 11 SEC 
at p. 1215, 46 PUR(NS) at p. 386. 
[18] In view of the rational basis 
for the Commission’s choice, the fact 
that other solutions might have been 
selected becomes immaterial. The 
Commission is the body which has the 
statutory duty of considering the pos- 
sible solutions and choosing that which 
it considers most appropriate to the ef- 
fectuation of the policies of the act. 
Our review is limited solely to testing 
the propriety of the remedy so chosen 
from the standpoint of the Constitu- 
tion and the statute. We would be im- 
pinging upon the Commission’s right- 
ful discretion were we to consider the 


various alternatives in the hope of find- 
ing one that we consider more appro- 
priate. Since the remedy chosen by 
the Commission in this instance is le- 
gally and factually sustainable, it mat- 
ters not that American and Electric 
believe that alternative orders should 
have been entered. It is likewise ir- 
relevant that they feel that Bond and 
Share is the principal offender against 
the statutory standards and that the 
Commission should merely have re- 
quired Bond and Share to divest itself 
of its interests in American and Elec- 
tric. The Commission found that 
American and Electric violate the stat- 
utory standards, a finding that is sup- 
portable whatever may be the short- 
comings of Bond and Share. 

[19,20] Finally, lengthy objections 
have been made relative to the Com- 
mission’s procedure in treating alter- 
native plans filed under § 11 (e) by 
American and Electric. These plans 
were designed to adjust the companies 
to the standards of § 11 (b) (2) with- 
out the necessity of dissolution. Mo- 
tions were made to consolidate the ap- 
plications for approval of these plans 
with the proceedings instituted by the 
Commission under § 11 (b) (2), the 
hearings then having been in progress 
for more than a year and the record 
approaching completion. The Commis- 
sion deferred consideration of the mo- 
tions until it entered the § 11 (b) (2) 
orders now under review; it then de- 
nied the motions and refused to grant 
hearings on the plans in advance of its 
orders of dissolution. It did this, how- 





21 “Tt is thus apparent that though § 11 is on 
occasions still referred to as a ‘death sentence,’ 
the sophisticated observer no longer regards 
even the directed reorganization or liquidation 
of a holding company as a step to be feared by 
investors. There is increased recognition that 
these steps in the enforcement of the act have 
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been ‘akin to a surgical operation, through 
which the dead skin (the top holding com- 
pany) was being cut away from the pores 
(the operating companies) in order to allow 
the latter to breathe.’” Blair-Smith and Helf- 
enstein, “A Death Sentence or a New Lease 
on Life?” 94 Univ. of Pa. L. Rev. 148, 201. 
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ever, only after thorough examination 
of the proposed plans and after finding 
that they failed to hold out any real 
promise of effectuating the standards 
of § 11 (b) (2). 

We fail to perceive any error in this 
procedure. The filing of the § 11 (e) 
plans, of course, did not oust the Com- 
mission of jurisdiction to enter its or- 
ders under § 11 (b) (2). That juris- 
diction grows out of the statutory com- 
mand that the Commission declare by 
order, as soon as practicable, what each 
holding company system requires by 
way of integration and simplification. 
Section 11 (e) merely permits the 
holding companies to formulate their 
own programs for compliance with 
§ 11 (b) or to submit plans in con- 
formity with prior Commission orders 
under § 11 (b), appropriate notice and 
hearing being contemplated. It does 
not necessarily give such plans the ef- 
fect of staying proceedings under § 11 
(b) (2) where such proceedings are 
initiated prior to the filing of the plans. 
Any other conclusion would permit the 
filing of dilatory plans so as to render 
impotent the power and duty of the 
Commission to enter § 11 (b) (2) or- 
ders as soon as practicable. 

We assume that the Commission 
will give due consideration to any 
plans that are filed under § 11 (e) be- 
fore it enters a § 11 (b) (2) order. If 
it finds that such plans may have merit 
and may effectuate the policies of § 11 
(b) (2), the principles of orderly ad- 
ministration would dictate that entry 
of the § 11 (b) (2) order be deferred 
until full hearings are had with respect 
to the plans.” Tt might then become 
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apparent that an involuntary order un- 
der § 11 (b) (2) would be unneces- 
sary and statutory compliance could be 
worked out solely under § 11 (e). But 
where consideration leads the Commis- 
sion to the conclusion that the plans on 
their face are incomplete, inadequate, 
and unlikely to satisfy the statutory 
standards, or where the plans are found 
to have been filed solely for purposes 
of delay, it would be contrary to the 
statutory policy of prompt action to re- 
quire the Commission to hold hearings 
on the plans before entering a § 11 (b) 
(2) order. The Commission then 
would have no reasonable statutory al- 
ternative but to enter the § 11 (b) (2) 
order as soon as practicable, especially 
where the unsatisfactory plans are filed 
long after the institution of the § 11 
(b) (2) proceedings. And it is prop- 
er for the Commission to make an ad- 
verse determination of this nature in 
regard to the § 11 (e) plans at the 
time of entry of the § 11 (b) (2) or- 
der, such matter lying within the sound 
discretion of the Commission. 

Here the Commission gave due con- 
sideration to the § 11 (e) plans and 
found them to be incomplete and inade- 
quate on their face. It pointed out 
that seven years had elapsed since the 
effective date of the act, four and a half 
years since the date after which action 
under § 11 was to be required “as soon 
as practicable’ and more than two 
years since the present proceedings had 
been instituted. These factors of time 
and the lack of substance in the § 11 
(e) plans led the Commission to con- 
clude that a delay in the entry of the 
§ 11 (b) (2) orders which it felt nec- 





22 With reference to S. 2796, it was said: 
“Subsection (e) expressly authorizes a hold- 
ing comnany subject to the approval of the 
Commission and the court to work out a plan 


of reorganization to make unnecessary the is- 
suance of an involuntary order for its reor- 
ganization by the Commission, . . .” Senate 
Report No. 621, 74th Cong., Ist Sess., p. 33. 
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essary to the effectuation of the statu- 
tory standards would not be justified. 
And our examination of the situation 
reveals an adequate basis in fact for 
the Commission’s action. Note should 
be made of the fact that the Commis- 
sion did not refuse by order to hold 
hearings on the § 11 (e) plans. But 
to the extent that the entry of the § 11 
(b) (2) orders has made the plans 
moot or the hearings unnecessary, the 
result is one that is inevitable if proper 
accommodation is to be made for the 
different sections of the act and for the 
various statutory policies. 

Moreover, a § 11 (b) (2) proceed- 
ing leads only to the expression of the 
Commission’s view of what must be 
done to ensure compliance with the 
statutory standards. Actual compli- 
ance comes later. In the meantime, 
nothing precludes American or Elec- 
tric from seeking revocation of the dis- 
solution orders on a showing that the 
conditions upon which the orders were 
predicated do not exist, thereby mak- 
ing some other type of order more ap- 
propriate. Section 11 (b) expressly 
envisages such a procedure, with pro- 
vision for notice and hearing. Ameri- 
can and Electric thus are not yet fore- 
closed from attacking the Commis- 
sion’s orders under § 11 (b) (2). 

From what we have said it follows 
that we must affirm the judgment of 
the court below and sustain the action 
of the Commission. The other points 
that have been raised either do not 
merit discussion or have been ade- 
quately answered in the opinion of the 
court below. 


Affirmed. 


Mr. Justice Frankfurter agrees with 
this opinion except that he believes 
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that consideration of the requirements 
of notice and hearing under § 11 (e) 
does not arise, in view of the particu- 
lar circumstances under which the § 11 
(b) (2) orders were here made. 


Mr. Justice Reed, Mr. Justice Doug- 
las, and Mr. Justice Jackson took no 
part in the consideration or decision of 
these cases. 


Mr. Justice RUTLEDGE, concur- 
ring: I concur in the result and in the 
Court’s opinion, except those portions 
of Part V dealing with the Commis- 
sion’s procedure in treating the alter- 
native plans filed under § 11 (e) of the 
act by American and Electric. 

Although, for reasons to be stated, 
I think the Commission’s action in en- 
tering its § 11 (b) (2) order must be 
sustained, I do not think its procedure 
in respect to making provision for 
dealing with the alternative plans was 
in compliance with § 11(e) or the 
rights to notice and hearing on such 
plans which it assured. Because the 
matter may be of considerable impor- 
tance for the future, I desire to state 
my reasons for difference from the 
views expressed by the court in this 
respect. 

Section 11 (b) (2) makes it the 
Commission’s duty “as soon as prac- 
ticable after January 1, 1938,” to re- 
quire by order each registered holding 
company and each subsidiary thereof, 
after notice and opportunity for hear- 
ing, to take such steps as the Commis- 
sion shall find necessary to ensure 
“that the corporate structure or con- 
tinued existence of any company in the 
holding company system does not un- 
duly or unnecessarily complicate the 
structure, or unfairly or inequitably 
distribute voting power among security 
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holders, of such holding company sys- 
tem.” 49 Stat 803, 821, 15 USCA 
§ 79k (b) (2). If this section stood 
alone and unqualified in the act, the 
Commission’s power would be unques- 
tionable to require the necessary steps 
to be taken to accomplish the section’s 
stated purposes without reference to 
voluntary plans submitted by the com- 
panies affected. 

But § 11 (b) (2) does not stand 
alone or unqualified in this respect. 
Section 11 (e)* expressly provides for 
the submission of plans to effectuate 
the objects of § 11 (b) (2) by “any 
registered holding company or any 
subsidiary company of a registered 
holding company.” This is to be done 
“in accordance with such rules and 
regulations or order as the Commis- 
sion may deem necessary or appropri- 
ate in the public interest or for the pro- 
tection of investors or consumers.” 
Moreover, “if, after notice and oppor- 
tunity for hearing, the Commission 
shall find such plan, as submitted or as 
modified, necessary to effectuate the 
provisions of subsection (b) and fair 
and equitable to the persons affected 
by such plan, the Commission shall 
make an order approving such plan. 

.’ (Italics added. ) 


I do not think that § 11 (e) simply 


provides a procedure alternative to that 
of § 11 (b) which the Commission is 
free to follow or disregard at its pleas- 
ure. Both the terms of the act and the 
legislative history show that the pur- 
pose of § 11 (e) was to allow com- 
panies affected “to work out a plan of 
reorganization to make unnecessary 
the issuance of an involuntary order 
for its reorganization »’ which 
could only be issued under § 11 (b). 
S. Rep. No. 621, 74th Cong., 1st Sess., 
33; Commonwealth & Southern Corp. 
v. Securities and Exchange Commis- 
sion (1943) 48 PUR(NS) 72, 134 F 
2d 747, 751. In my opinion this pur- 
posé, together with the provision for 
voluntary plans to be submitted “in ac- 
cordance with such rules and regula- 
tions or order as the Commission may 
deem necessary or appropriate in the 
public interest or for the protection of 
investors,””* assures the right to submit 
such plans for the Commission’s con- 
sideration, and to have them consid- 
ered and determined “after notice and 
opportunity for hearing.” See Chi- 
cago Junction Case (1924) 264 US 
258, 264, 265, 68 L ed 667, 44S Ct 
317. 

Furthermore, although the section 
gives the Commission broad discretion 
concerning the procedure to be fol- 





1 “Jn accordance with such rules and regu- 
lations or order as the Commission may deem 
necessary or appropriate in the public interest 
or for the protection of investors or consumers, 
any registered holding company or any sub- 
sidiary company of a registered holding com- 
pany may, at any time after January 1, 1936, 
submit a plan to the Commission for the di- 
vestment of control, securities, or other assets, 
or for other action by such company or any 
subsidiary company thereof for the purpose 
of enabling such company or any subsidiary 
company thereof to comply with the provi- 
sions of subsection (b). Jf, after notice and 
opportunity for hearing, the Commission shall 
find such plan, as submitted or as modified, nec- 
essary to effectuate the provisions of subsec- 


tion (b) and fair and equitable to the persons 
affected by such plan, the Commission shall 
make an order approving such plan; and the 
Commission, at the request of the company, 
may apply to a court, in accordance with the 
provisions of subsection (f) of § 18, to en- 
force and carry out the terms and provisions 
of such plan. .” 49 Stat 801, 822. (Ital- 
ics added.) 

2The requirement obviously is not a per- 
mission to the Commission to dispense alto- 
gether with such rules, regulations or order 
in its discretion. It is rather a statutory di- 
rection to make them in accordance with the 
standards prescribed. Any other view would 
contradict the stated purpose of the section and 
make of it, in effect, a dead letter. 
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lowed, it would seem clear, both from 
the section’s purpose and from its 
terms, that the act contemplates that it 
shall make the required determination, 
concerning such a voluntary plan prop- 
erly submitted, prior to the entry of 
any order under § 11 (b). Cf. Ash- 
backer Radio Corp. v. Federal Com- 
munications Commission (1945) 326 
US 327, 90 L ed —, 61 PUR(NS) 
466, 66 S Ct 148. Only in this way 
could the legislative purpose “to make 
unnecessary issuance of an involuntary 
order” be made effective. This being 
true, the section cast upon the Com- 
mission the duty of providing the ap- 
propriate procedure for submitting 
voluntary plans, by rules, regulations, 
or order comporting with the specified 
standards, including those for notice 
and hearing. 

The record does not disclose that 
the Commission at any time complied 
with those requirements in these cases. 
So far as appears no general rules or 
regulations were issued. Nor was any 
order made or entered providing for 
such a procedure. On the contrary, 
the procedure followed was not, in its 
initial stages, in accordance with the 


statutory provisions, as the following 
chronology demonstrates. 

On May 10, 1940, notice of hearing 
under § 11 (b) (2) was served on the 
petitioners. The notice made no ref- 
erence to § 11 (e) or any possible al- 
ternative proceedings under it. The 
hearing was set for June 10, 1940, 
scarcely time for the petitioners to pre- 
pare both a voluntary plan, even if op- 
portunity for filing and hearing were 
to be afforded, and a defense on the 
§ 11 (b) (2) hearing. Indeed, peti- 
tioners recognized that the time was 
inadequate for preparing their defense, 
for they applied for postponement of 
the hearing and other relief.* The 
Commission postponed the hearing one 
week, but found no adequate ground 
for further extension. 

The hearing was commenced on 
June 18, 1940. On July 23, 1941, 
American submitted its voluntary plan 
under § 11 (e). On December 3, 
1941, Electric filed its plan. And on 
December 6, 1941, both companies 
moved to consolidate their applications 
with the pending § 11 (b) (2) pro- 
ceedings.* By agreement of counsel 
consideration of the motion was de- 





8 The application stated in part: “It is ob- 
vious from the nature of the proceeding , 
that the matters to be dealt with at the hear- 
ing are of vital import to the respondents and 
their subsidiaries, as well as to the hundreds 
of thousands of investors in securities of com- 
panies in the Electric Bond and Share Com- 
pany system and the millions of consumers 
presently receiving necessary public utility 
service from the operating companies in said 
system. In the circumstances, respondents 
believe, first, that they should be given ade- 
quate time not only to check and verify the 
numerous factual allegations contained in the 
order, but Iso to develop and correlate for 
presentation all other facts having a bearing 
upon the problems and issues presented by the 
notice and order. 

#At the same time ‘American, which previ- 
ously had filed its plan with the Commission, 
sought to introduce the plan as an exhibit into 
the § 11 (b) (2) hearing. The company’s 
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attorney stated: “This plan which has been 
filed by American Power & Light with the 
Commission sets forth a proposal for the com- 
pliance with § 11 of the act, and I think that 
it is material ..id relevant in this proceeding.” 

The reply of the trial examiner, sustaining an 
objection to its admission, apparently typifies 
the attitude of the Commission toward the 
requirements of § 11 (e): “Quite possibly it 
relates to § 11; quite possibly it is a matter 
which the Commission will want to consider 
before it finally makes up its mind. It is quite 
probable. But, nevertheless, we are here re- 
stricted to this particular proceeding and not 
the power of the Commission or the action of 
the Commission. The hearing is restricted to 
§ 11 (b) (2).” The Commission at no time 
before or during the hearing recognized that 
§ 11 (e) plans not only were relevant to 
whether action should be taken under § 11 (b) 
(2), but also were required to be considered 
by hearing before such action is taken. Its 
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layed for the Commission to pass upon 
at the end of the § 11 (b) (2) hear- 
ing® and on July 22, 1942, that hear- 
ing was closed as to petitioners by 
stipulation. 

On August 31, 1942, the Commis- 
sion filed its opinion in support of the 
orders which are now enforced. In 
the same opinion it denied the motion 
to consolidate and also denied peti- 
tioners any hearing on their volun- 
tary plans. The motion was denied 
on the stated ground: “It appears 
that if consolidation were granted, the 
result would be to inject into the pres- 
ent proceeding issues of fact and law 
in many respects different from, and 
unrelated to, those here involved. In 
consequence, no useful purpose would 
be served by permitting the consoli- 
dation of the § 11(e) plans with the 
present proceeding, but on the con- 
trary, delay and confusion would in- 
evitably result.”* Consistently, sep- 


arate hearing was denied as to the vol- 
untary plans apparently on the grounds 
that consideration of them would delay 
the § 11 (b) proceeding, so as to de- 
feat the statutory policy of prompt ac- 
tion,” and that the plans were incom- 
plete and ineffective. 

It is apparent from this recital that 
the Commission did not at any time 
comply with the requirement of § 11 
(e) that it provide by rules, regula- 
tions, or order an orderly procedure to 
carry out the section’s command and 
purpose for the submission and con- 
sideration of voluntary plans. And if 
petitioners had stood upon their rights 
in this respect, by timely action taken 
in good faith, the Commission’s failure 
to observe them would have given 
ground for reversal. 

But it is equally obvious that the pe- 
titioners did not assert their rights in 
a manner which invalidates the Com- 
mission’s action in entering its § 11 





view apparently is to the contrary. See Re 
Electric Bond & Share Co. (1942) 11 SEC 
1146, 1217, 1218, 46 PUR(NS) 321, 388, quot- 
ed in note 7 infra; Re The Commonwealth & 
Southern Corp. (1942) 11 SEC 138, 154-156, 
44 PUR(NS) 217. The examiner, of course, 
could not help himself. The hearing had been 
limited to § 11 (b) (2). (1940) 7 SEC 391. 

5 The record does not disclose what the 
agreement was or for what reasons it was 
made. To delay consideration of the motion 
to consolidate was in effect to deny it in so far 
as it sought a joint hearing, though it was 
always possible for the Commission to order a 
hearing on the voluntary plans before it is- 
sued its § 11 (b) (2) order. 

611 SEC at p. 1152, 46 PUR(NS) at p. 
329. The Commission noted that “these plans 
were filed at a time when the record in the 
present proceeding was nearing completion.” 
[bi id. 

7“With respect to the former point, that of 
promptness, it need only be considered that 
it would be necessary for respondents and the 
Public Utilities Division to formulate and 
present, and for us to explore, detailed and 
very extensive evidence on a number of ex- 
tremely complex subjects before it would be 
possible for us to determine even the prelimi- 
nary question of whether the § 11 (e) plans do 
in fact constitute acceptable alternative courses 


of action for achieving the objectives of § 11. 
In the event it were necessary to determine 
the question in the negative, presumably we 
should be free (even under respondents’ con- 
tention) to enter our order of dissolution here- 
in following the lengthy delay, unless respond- 
ents in the meantime proposed a new § 11 (e) 
plan which would necessitate a repetition of 
this process. On the other hand, in the event 
we were ultimately able to approve the plans, 
they would still not become effective unless 
and until ratified by vote of the companies’ 
stockholders. 

“Considering that seven years have now 
gone by since the effective date of the act, 
that four and one half years have elapsed since 
the date after which action under § 11 was to 
be required ‘as soon as practicable,’ and that 
more than two years have been consumed 
since the present proceeding was instituted, 
it is evident that respondents’ program is too 
fraught with potentialities of delay to be ac- 
ceptable as a substitute for a dissolution order 
to meet the problems existing under § 11 (b) 
(2). Section 11 (e) which provides a medium 
for voluntary compliance with § 11 (b) was 
not intended to oust the Commission of its 
jurisdiction, or relieve it of its obligation, to 
enforce the provisions of § 11 (b).” 11 SEC 
at pp. 1217, 1218, 46 PUR(NS) at p. 388. 
Compare notes 4 and 6, supra. 
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(b) (2) order or made the denial of 
the motion for hearing reversible er- 
ror. The petitioners had notice that 
the Commission would proceed with 
the § 11 (b) (2) hearing from the 
time such notice was given in May, 
1940. They applied for a continuance. 
But the record does not disclose that 
they sought it in order to have time to 
prepare and submit a voluntary plan 
o1 indeed that they took any action to- 
ward securing a hearing on such a plan 
until they submitted their plans. In 
one case this was more than a year aft- 
er the § 11 (b) hearing began, in the 
other nearly a year and a half after 
that time. When shortly after the lat- 
ter submission the motions to consoli- 
date were made, consideration was de- 
ferred by agreement of counsel until 
the end of the § 11 (b) (2) hearing; 
and about seven months later that 
hearing was closed as to the petitioners 
by stipulation. 


Although in my opinion it was the 
Commission’s duty initially to make 
provision for notice and hearing on 
voluntary plans, in accordance with 
§ 11 (e), ihe petitioners hardly can be 
considered to have been ignorant ei- 
ther of this duty or of the Commis- 
sion’s failure to perform it. By stand- 
ing by through the long period of the 
§ 11(b) proceedings prior to the time 
of submitting their plans without tak- 
ing earlier action to secure preserva- 
tion of their rights to hearing on such 
plans, the petitioner should be taken to 
have waived their rights to such hear- 
ings. They were not entitled to assert 
them for the first time at so late a stage 
in the § 11(b) proceedings. Nor, in 
my opinion, is the Commission re- 
quired to give further consideration 
to such plans in these cases, unless 
in its own discretion it sees fit to do 


so.’ 





8Cf. § 11 (b): “The Commission may by 
order revoke or modify any order previously 
made under this subsection, if, after notice 


and opportunity for hearing, it finds that the 
conditions upon which the order was predicat- 
ed do not exist.” 49 Stat 803, 821, Chap 687. 
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Corporation 


Opinion No. 144, Project No. 1892 
October 31, 1946 


PPLICATION for amendment of power project license to per- 
A mit raising of water level at dam; granted. 








Water, § 18.2 — Power project license — Public benefits and local damage. 
A license authorizing the construction, operation, and maintenance of a power 
project should be amended to permit reconstruction of the project, so as to 
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RE BELLOWS FALLS HYDRO-ELECTRIC CORP. 


raise the water at the dam to a higher elevation, where harmful effects to the 
agricultural economy are not sufficient to offset the advantages of a more 
adequate utilization of the water-power resources. 


By the Commission: Pursuant to 
an application filed at the instance of 
the Commission, a license was issued 
under the Federal Power Act on 
April 22, 1944, to Bellows Falls Hy- 
dro-Electric Corporation to authorize 
continued maintenance and operation 
of the Wilder Project on the Connecti- 
cut river in Vermont and New 
Hampshire about 3 miles upstream 
from White River Junction, Vermont. 
Prior to the license this development 
was operating without appropriate 
Federal authority and license approv- 
al was given to the structures as then 
operating upon the express condition 
that the project would be reconstruct- 
ed later so as to utilize to better advan- 
tage the available water resources. 
In September, 1944, the licensee pre- 
sented to the Commission plans for re- 
development of this project and ap- 
plied for an appropriate amendment 
of the license. 

The licensee proposes to reconstruct 
the project so as to raise the water at 
the dam to elevation 385 feet, m.s.l., 
the new dam to be erected a short 
distance downstream from the pres- 
ent structure. Such redevelopment 
would require the flooding of an area 
not now flooded, and informal pro- 
tests were filed by a number of parties 
who claimed their land might be af- 
fected. A public hearing was held in 
Hanover, New Hampshire, October 
24 and 25, 1944, before the chairman 
of the Water Control Commission of 


New Hampshire and a trial examiner 
of this Commission. 

Subsequent to the Hanover hear- 
ing, and after taking further testi- 
mony, the New Hampshire Water 
Control Commission found that the 
redevelopment as proposed would 
serve the public interest and author- 
ized the reconstruction by its report 
and order of June 7, 1945. Permis- 
sion to construct the necessary trans- 
mission lines for the enlarged project 
was given by the Public Service Com- 
mission of New Hampshire on No- 
vember 16, 1945. 

After hearings and an extended 
discussion of the effect of the redevel- 
opment upon the economic life in the 
farming community within the en- 
larged reservoir area and upon the 
state generally, including possible ef- 
fects upon the Boston milk supply, the 
Vermont Public Service Commission 
on November 9, 1945, authorized the 
redevelopment. Objection _ being 
raised to this order of the Vermont 
Commission, an appeal was taken to 
the Vermont supreme court which, on 
May 21, 1946, held that the state 
Commission was without authority 
to act on the matter and dismissed the 
petition for want of jurisdiction.? 

A request for reopening the hear- 
ing upon the application before this 
Commission was filed June 10, 1946, 
by three residents who had appeared 
at the Hanover hearing. The gover- 
nor of Vermont on July 9th also 





1— Vt —, 64 PUR(NS) 307, 47 A2d 409. 
The Vermont court relied upon the decision of 
the United States Supreme Court in the case 


of First Iowa Hydro-Electric Cooperative v. 
Federal Power Commission (**46) — US —, 
90 L ed —, 63 PUR(NS) 193, 66 S Ct 906. 
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asked that our hearing be reopened 
and subsequently the state of Ver- 
mont, upon formal petition, was al- 
lowed to intervene on behalf of the 
farmers. The hearing was reopened 
at Windsor, Vermont, in September, 
1946. At the Hanover hearing in 
1944, Vermont was represented by 
the chairman and two members of 
the Public Service Commission, the 
chairman of the Water Resources 
Commission, and two members of the 
Vermont State Legislative Committee 
on the Wilder Project. At the Wind- 
sor hearing, the Vermont Commission 
was again represented and_ special 
counsel for the state participated ac- 
tively and offered evidence which the 
state considered of importance. The 
protesting farmers also participated 
through counsel. 

The chief point of difference be- 
tween the power company and those 
who object to the redevelopment as 
proposed seems to be the elevation to 
which the water will be raised behind 
the new dam. Originally it was pro- 
posed to raise the water to elevation 
390, and the protestants claim that it 
should be raised only to elevation 380. 
The proposal now before us calls for 
raising the water to elevation 385. 

The Federal Power Act authorizes 
the granting of Federal authority for 
proper development for power pur- 
poses of water resources subject to 
the jurisdiction of Congress, but only 
when certain statutory requirements 
are met. Under § 10(a) of the act, 
16 USCA § 803(a), before approval 
can be given to power use of a stream 
subject to our jurisdiction, we are re- 
quired to find that the proposal is best 
adapted to a comprehensive plan of 
development, considering, in this con- 
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nection, the use of the waterway for 
the benefit of interstate or foreign 
commerce and the improvement and 
utilization of water power develop- 
ment, as well as the use of such water 
resources for other beneficial public 
uses. 

The water resources available at 
this site are capable of substantial fur- 
ther development. As we said in 
April, 1943, redevelopment is desir- 
able. Although the record shows 
that, considered solely from a power 
standpoint, the optimum benefits of 
low-cost power are to be obtained 
by redevelopment to elevation 385, we 
have given careful consideration to 
the arguments and facts presented in 
behalf of the farmers and the dairy 
and related industries in the area. 
We have also considered the general 
economic benefits which will result 
from full and proper utilization of 
these water resources and the need and 
value of power which can be generated 
at Wilder. 

As far as the farming interests are 
concerned, one important question is 
how such land would be either flooded 
or rendered unsuitable for either til- 
lage, pasturage, or other farm use by 
the enlarged reservoir. The Vermont 
Public Service Commission found 
that only four farms within the en- 
larged reservoir area have substantial 
acreages below elevation 385. It found 
that only two farms, in addition to the 
four just mentioned, would appear to 
have substantial acreages between ele- 
vations 385 and 390. Of the latter 
two, one is a farm owned by Judge 
Frank W. Brock, one of the interven- 
ers before us, who is found to have 27 
acres of land lying between the upper 
two elevations. The other two in- 
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terveners do not appear to have sub- 
stantial acreages likely to be affected. 

We have examined the report of a 
study prepared during July of last 
year by representatives of the Univer- 
sity of Vermont, assisted by a soil 
scientist from the U. S. Department 
of Agriculture, and introduced into 
the record at the Windsor hearing. 
While no final conclusions are present- 
ed in this report, it suggests direct ef- 
fects from flooding of some areas and 
indirect effects from seepage, separa- 
tion of large field into small or isolated 
tracts with attendant increase in labor 
costs, decrease in the number of cows 
that can be maintained on adjacent 
farms and the influence of all of these 
factors upon the general economy of 
the region. 

Our analysis of the record indicates 
that, as between elevations 380 and 
385, about 629 acres of additional land 
would be flowed as a result of con- 
struction of the dam to the latter 
height, of which 363 acres lie within 
the state of New Hampshire and 266 
acres are in the state of Vermont. 
Even if it be assumed, as protestants 
claim, that all land within 5 feet 
of the pool level would become un- 
productive, it would appear that the 
reduction of the height of the pro- 
posed dam from elevation 385 to ele- 
vation 380 could, at most, affect some 
224 acres of tillable land in Vermont. 

We must weigh against the relative- 
ly small amounts of agricultural land 
involved the power values expected 
to result from the proposed redevelop- 


ment and our duty under the statute 
to promote the comprehensive devel- 
opment of waterways in a manner 
best adapted to “the use or benefit of 
interstate or foreign commerce, for 
the improvement and utilization of 
water-power development, and for 
other beneficial public uses, including 
recreational purposes.” On this basis 
we conclude that the record does not 
show harmful effects to the agricultur- 
al economy of the states of Vermont 
and New Hampshire sufficient to off- 
set the apparent advantages of a more 
adequate utilization of the water pow- 
er resources of the Connecticut river 
in the area of the Wilder dam through 
redevelopment as now proposed to el- 
evation 385. 

Practically two years have elapsed 
since the proposal for redevelopment 
was filed as we originally directed, and 
in that time there have been large in- 
creases in construction and equipment 
costs. In fairness to the company and 
to the communities to be benefited by 
the power, we should not further de- 
lay our action and subject the compa- 
ny to risk of possible further increases 
in costs or to a deficiency of capacity 
to supply the demands on its affliated 
system. Finally, it is to be observed 
as a fundamental proposition, that 
under the Federal Power Act, as un- 
der state law, the power company 
must pay just compensation for dam- 
age to any property taken in enlarging 
the project. 

An order will be entered in con- 
formity with this opinion. 
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Re Transcontinental & Western Air, 
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Incorporated 


Docket No. 2375 
October 18, 1946 


gin agi to fix rates for the transatlantic transportation of 
mail by aircraft; temporary rates fixed. 


§ 314.1 — Temporary rates — Air mail service. 

1. The Civil Aeronautics Board is justified in fixing a temporary rate for 
the transportation of mail by air, as a means of establishing a basis for 
mail payment, and in subsequently proceeding to fix a final mail rate as 
promptly as adequate data concerning the new operations are available, 
where circumstances require the air carrier to receive mail payments on a 
recently certificated service for which an effective mail rate has not been 
established and the operating characteristics of which are largely develop- 
mental in nature, p. 62. 

§ 314.1 — Air carrier rates — Transportation of mail. 

2. Rates for the transportation of mail by air are predicated upon honest, 
economical, and efficient operations under the standards prescribed in the 
Civil Aeronautics Act, and the establishment and continuance of a tem- 
porary rate does not relieve the carrier of its responsibilities, under the 
act and in conformity with sound business principles, to achieve the maxi- 
mum economy reasonably attainable under efficient management, p. 64. 


+ 


APPEARANCES: Robert Sullivan, for 
Transcontinental & Western Air, Inc. ; 
Thomas G. Chew and William C. 
Burt, Public Counsel. 


By the Boarp: This proceeding 
was instituted by the Board to fix and 
determine the fair and reasonable rate 
of compensation on and after Febru- 
ary 5, 1946, for the transportation of 
mail by aircraft, the facilities used and 
useful therefor, and the services con- 
nected therewith between the points be- 
tween which Transcontinental & West- 
ern Air, Inc., hereinafter called the 
respondent, is presently or hereafter 
may be authorized to transport mail 
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on its transatlantic routes to points in 
Europe, Africa, and Asia. In accord- 
ance with Rule 11 of its rules of prac- 
tice the Board formulated a tentative 
temporary rate and, on July 15, 1946, 
issued an order directing the respond- 
ent to show cause why this temporary 
rate should not be established. The 
respondent filed no formal answer tak- 
ing exception to the tentative tempo- 
rary rate. After due notice the pro- 
ceeding was assigned for public hear- 
ing before examiner Barron Fredricks. 
The Postmaster General has transmit- 
ted a letter for the record pursuant to 


§ 406(c) of the act, 49 USCA § 486 
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(c), stating the services to be required 
of the respondent. Counsel for the 
respondent entered their appearance at 
the hearing but did not introduce any 
evidence. Public counsel submitted 
for the record the underlying data sup- 
porting the tentative findings and con- 
clusions of the Board. The record 
with respect to the temporary rate was 
then closed and the matter submitted 
to the Board for decision. As the rec- 
ord discloses, however, this proceed- 
ing will not be terminated by the fix- 
ing of a temporary rate but will be con- 
tinued pending the determination and 
fixing of such final rate or rates as ap- 
pear fair and reasonable. 

The respondent’s transatlantic op- 
erations are conducted by its Interna- 
tional Division under a certificate of 
public convenience and necessity,’ as 
amended and modified by exemption 
orders in effect, authorizing foreign 
air transportation of persons, prop- 
erty, and mail for a period of seven 
years from July 5, 1945: 

(a) between the United States co- 
terminal points Chicago, Illinois; De- 
troit, Michigan; Washington, D. C.; 
Baltimore, Maryland ;* Philadelphia, 
Pennsylvania; New York, New York; 
and Boston, Massachusetts ; intermedi- 
ate points within Newfoundland ; Eire; 
France, except Marseille; Switzer- 
land ; Italy ; Greece; Egypt; Palestine ; 
Trans-Jordan; Iraq; Saudi Arabia; 
Yemen; and Oman; and intermediate 
and terminal points within Ceylon and 
that portion of India which lies south 
of the 20th parallel ; 

(b) between the United States co- 
terminal points indicated above; in- 
termediate points within Newfound- 


land and Portugal; and beyond Por- 
tugal (1) to intermediate points within 
Spain, except Barcelona; and Italy; 
and (2) to intermediate points with- 
in Algeria; Tunisia; Libya; and 
Egypt. 

Scheduled operations under this cer- 
tificate were inaugurated in February, 
1946. No rate of compensation for 
the carriage of United States mail has 
been in effect heretofore. Consequent- 
ly this proceeding involves the deter- 
mination of a fair and reasonable rate 
of mail compensation for operations 
performed under this certificate from 
and after February 5, 1946, the date 
when United States mail transporta- 
tion services were initially performed 
under authorization of the Post Office 
Department. 

The respondent initiated interna- 
tional operations under its new certif- 
icate on February 5, 1946, with a 
schedule of two transatlantic round 
trips weekly between the United States 
and France using Lockheed Constel- 
lation aircraft. During February, 
March, and April, services were ex- 
tended beyond Paris to Geneva, Rome, 
Athens, and Cairo and schedules were 
increased to six round trips weekly. 
It is anticipated that as soon as facili- 
ties are available, the respondent will 
inaugurate services on its remaining 
routes. 

This proceeding encompasses the 
fixing of a uniform ton-mile rate of 
compensation for the transportation of 
mail by the respondent not only be- 
tween the United States and European 
gateways but also to interior points in 
Europe, Africa, and Asia. While 
some historical data are available con- 





1Re Northeast Airlines (North Atlantic 
ee Case) Docket No. 855, decided June 1, 
45. 


2 Re International Air Service to Baltimore, 
Docket No. 1975, decided December 20, 1945. 
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cerning transatlantic operations of 
other carriers between the gateways, 
the respondent’s operations to interior 
points are just getting under way. Ne- 
gotiations are now in process with for- 
eign governments with respect to the 
acquisition of landing rights and fa- 
cilities which are essential to a fulfill- 
ment of the contemplated route pat- 
tern. 

[1] Due to the many intricate prob- 
lems and numerous variables related to 
the preparation for and inauguration 
of air transport services to the various 
interior points of the countries to be 
served, it is probable that substantial 
time will elapse before sufficiently well- 
defined operating experience can be 
collected to provide a sound basis for 
establishing a final mail rate. How- 
ever, under the Civil Aeronautics Act, 
the Post Office Department cannot pay 
in part or in whole for mail service 
rendered by any carrier except upon 
an order of the Board fixing and de- 
termining a rate of mail compensa- 
tion. Section 406(a) of the Civil 
Aeronautics Act empowers and directs 
the Board “to fix and determine from 
time to time, after notice and hearing, 
the fair and reasonable rates of com- 
pensation for the transportation of 
mail,” and “to make such rates effec- 
tive from such date as it shall deter- 
mine to be proper.” We are there- 
fore of the opinion that, under the con- 
ditions peculiar to air carriers certifi- 
cated to serve Europe, Africa, and 
Asia at this time, the establishment of 
a temporary rate, as a basis of mail 
payment pending the determination of 
a final rate, will best effectuate those 
provisions of the act which direct that 
the Board, in fixing and determining 
mail rates, take into consideration a 
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carrier’s need for mail compensation 
sufficient to insure the performance of 
the mail service and to provide for the 
carrier’s need for mail compensation 
which, together with all of its other 
revenue, will enable the air carrier un- 
der honest, economical, and efficient 
management “to maintain and con- 
tinue the development of air transpor- 
tation to the extent and of the char- 
acter and quality required for the 
commerce of the United States, the 
Postal Service, and the national de- 
fense.” 

As we have indicated in a previous 
opinion,® where as is the case here, 
the circumstances surrounding the op- 
erations of a particular carrier require 
that it receive mail payments on a re- 
cently certificated service for which an 
effective mail rate has not been estab- 
lished, the operating characteristics of 
which are largely developmental in 
nature, we believe that we are justified 
in fixing a temporary rate as a means 
of establishing a basis for mail pay- 
ment and subsequently to proceed to 
fix and determine a final mail rate 
as promptly as adequate data con- 
cerning the new operations are avail- 
able. 

Operating results for the respond- 
ent’s common carrier service over its 
international routes were not available 
at the time the order to show cause was 
issued for inclusion in the record. 
However, the following table sets forth 
the operating cost and operating profit 
before US mail pay per revenue ton- 
mile, reported by Pan American and 
American Overseas for Atlantic op- 
erations since January, 1945: 





8 Re Essair (Temporzry Mail Rate) Docket 
No. 2002, decided March 22, 1946. 
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The foregoing data indicate that 
American Overseas experienced a con- 
sistently declining ton-mile cost during 
the calendar year 1945 and the first 
three months of 1946. Although Pan 
American’s reported ton-mile costs 
have not reflected a consistent pattern, 
due in part to variations in available 
aircraft capacity, a downward cost 
tendency is also indicated; and the 89 
cents per ton-mile reported for the 
first quarter in 1946 indicates the 
probability of substantial operating 
economies with the higher frequencies 
and exclusive landplane operations 
contemplated fer all carriers during 
1946. Moreover, the plane mile costs 
of both Pan American and American 
Overseas have indicated a consistently 
downward trend. Pan American and 
American Overseas reported plane 
mile costs of $5.10 and $5.02, respec- 
tively, for the first three months of 
1945. By the last quarter of 1945 
their reported costs per plane mile had 
declined to $3.79 and $3.61, respec- 
tively. 

It is clear, moreover, that in addition 
to reflecting the higher unit cost of 
less efficient equipment than is antici- 
pated will be operated in the future, 
reported operating costs during 1945 
for both carriers contain expenses of 
both landplane and seaplane facilities 
and other nonrecurring items incident 
to the inauguration of the new service 
pattern as well as costs in anticipation 
of expansion in operating volume. As 
route expansion activities diminish 


Profit Before 


Total Cost US Mail Pay 

Overseas PAA Overseas PAA 
aeons $2.02 $1.39 $-1.05 $-0.48 
names 1.89 1.48 0.32 0.32 
dececawue 1.83 1.31 0.18 0.16 
galeeaeae 1.64 1.43 0.16 -0.14 
(auqenies 1.20 0.89 —0.02 0.15 


and operating volume expands these 
nonrecurring and anticipatory costs 
should be either eliminated or absorbed 
with the result that more stable cost 
trends will develop. 

Appendix No. 1 [omitted herein] 
compares the financial operating re- 
sults reported for 1945 by Pan Ameri- 
can and American Overseas with the 
estimates of revenue and expense which 
the respondent, American, Pan Ameri- 
can, and American Overseas antici- 
pated, in the North Atlantic route pro- 
ceeding,* would characterize their con- 
templated transatlantic operations in 
the postwar period. In the instance of 
three of these carriers, costs in the 
neighborhood of $1.50 per plane mile 
were estimated and one carrier esti- 
mated costs of $2.65 per plane mile. 
These estimates may be contrasted 
with the costs of over $4 per plane mile 
reported by the two carriers conduct- 
ing transatlantic services during 1945, 
The respective carriers’ estimates of 
financial results are predicated upon an 
operating volume which may not rea- 
sonably be realized in the near future, 
and Pan American’s estimates are also 
based upon the use of aircraft which 
will not be available for some time to 
come. These estimates serve to indi- 
cate, however, the improvement in op- 
erating economy which should be real- 
ized as volume expands, operations be- 
come more stable and increased ex- 
perience provides a basis for the intro- 





*Re North Atlantic Route Case, supra. 
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duction of more effective management 
controls. 

In the absence of any mail pay the 
cost of the mail service necessarily dis- 
sipates the respondent’s available 
working capital. The temporary rate 
of compensation determined herein is 
intended to provide the respondent 
with mail compensation until such time 
as a final mail rate is fixed and deter- 
mined. In arriving at such temporary 
rate of compensation, we have been 
guided by the limited facts available 
concerning the respondent’s future op- 
erations, the declining costs and break- 
even need experienced in 1945 and the 
first quarter of 1946 by transoceanic 
air carriers, the operating economies 
which should accompany expansion in 
operating volume, the use of more ef- 
ficient equipment than heretofore has 
been available, and the postwar esti- 
mates of the respondent and others in 
the North Atlantic route proceeding. 
We have, moreover, borne in mind the 
fact that the adequacy of the temporary 
rate will depend partially upon pas- 
senger and property rates designed to 
produce maximum traffic volume and 
revenues, and upon the correlation be- 
tween flight frequencies and traffic po- 
tentials existing along the various 
route segments. 

[2] Under the standards prescribed 
in the act, the rate of mail compensa- 
tion is, of course, predicated upon 
honest, economical, and efficient opera- 
tions. This necessarily requires an in- 
itiative on the part of management di- 
rected toward an integration of op- 
erating functions and the establish- 
ment of cost controls which will pro- 
vide a maximum service to the public 
at a minimum cost. The establish- 


ment now and continuance over a pe- 
riod of time of a temporary rate will 
not relieve the respondent of its re- 
sponsibilities under the act and in con- 
formance with sound business prin- 
ciples to achieve the maximum econ- 
omy reasonably attainable under ef- 
ficient management. 

We find that the fair and reasonable 
temporary rate for use as a basis of 
payment on and after February 5, 
1946, for the transportation of mail by 
aircraft, the facilities used and useful 
therefor, and the services connected 
therewith between the points between 
which the respondent presently and 
hereafter is authorized to carry mail by 
its certificates of public convenience 
and necessity authorizing transatlantic 
operations to points in Europe, Africa, 
and Asia is 75 cents per United States 
mail ton-mile computed on an airport- 
to-airport statute mileage basis. 

We shall order that this proceeding 
remain open and be continued until 
adequate experience and operating 
data have been accumulated to provide 
a sound and reliable basis for the de- 
termination of a fair and reasonable 
final rate; that such final rate shall 
be fixed in accordance with the facts 
then of record and on the basis of rea- 
sonable and necessary costs including 
profit. under conditions of efficient and 
economical management irrespective 
of whether such rate shall be higher or 
lower than the temporary rate herein- 
before determined; and that the rate 
then fixed shall be retroactively effec- 
tive to February 5, 1946, during which 
time said temporary mail rate shall 
have served as a basis of payment. 

An appropriate order will be en- 
tered. 
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Electric Utilities Plan Large 
1947 Construction Program 


HE Nation’s electric utility industry in 

1947 possibly may spend as much as $1,- 
000,000,000 on construction, according to 
Grover C, Neff, president of Edison Electric 
Institute. 

Electric power output by business-managed 
and publicly-operated utilities combined in 
1946 about equaled the 1945 production and 
compared favorably with the all-time high set 
in 1944, Mr. Neff said. 

Mr. Neff also disclosed that during 1946 the 
electric utility industry added nearly 2,000,000 
new customers and set record peaks in sales 
to all consumers except industrial users. . 

Combined production for 1946 was set at 
222,500,000,000 kwh against 222,433,981,000 in 
1945 and the all-time top of 230,649,000,000 in 
1944. 


$17,000,000 Budget Announced 
By Potomac Electric Power 


re Poromac E.ectric Power CoMPANY 
is planning a construction budget of $17,- 
000,000 for new work for 1947 and major 
projects not to be completed until 1948. 
Around $5,000,000 will be used for customer 
services and extensions, nearly $1,000,000 for 
street lighting, and another million to provide 
for rearrangement of lines necessitated by 
municipal street and roadway changes. The 
remainder of the funds are required for power 
plant additions and improvements, and trans- 
mission facilities from generating stations to 
community substations. 

During the first 11 months of 1946, Pepco’s 
sales of electric energy amounted to 1,539,238,- 
635 kwh, showing an increase of 1.03 per cent 
over the same period in 1945. 

The year 1946 represented the fiftieth year 
of service by the Potomac Electric Power 
Company to the Washington area. 


“Unitop” Circuit Breakers 
Described in Bulletin 


A’ up-to-date line of high voltage, quick- 
clearing outdoor, frame-mounted “Uni- 
top” circuit breakers designed to meet the lat- 
est alternating-current power circuit breaker 
standards in ratings 15 to 46 kv, 500,000 to 
1,500,000 kva interrupting capacity, is described 
in a new bulletin released by the Allis-Chal- 
mers Mfg. Company, Milwaukee, Wisconsin. 

According to the bulletin, the “Unitop” de- 


Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 





pole 
mechanisms, oil and gas separators, bushing 
current transformers, terminal blocks, and wir- 
ing. It is also pointed out that the unit’s rup- 
tor contact enclosures greatly reduce arc energy 
release, contact burning, oil deterioration, and 
tank pressure and that the ruptor device facili- 


sign permits compact arrangement of 


tates high speed interruption and reduces 
maintenance. 

The bulletin, 71B6421, is available from Allis- 
Chalmers Mfg. Company, 702, Milwaukee 1, 


Wisconsin. 


C & P Launches $46,000,000 
Expansion Program 


Te year 1946 marked the launching of a 
$46,000,000 five-year construction pro- 
gram by the Chesapeake and Potomac Tele- 
phone Company. Important progress was made 
on its tremendous expansion program, approx- 
imately $10,000,000 having been spent in 1946 
for new construction, additional equipment, 
and enlargement of facilities. Upon comple- 
tion of the proposed five-year program, the 
C and P’s plant investment will be increased 
to an estimated $100,000,000. 

The year 1947 will be one of tremendous ac- 
tivity, great acceleration and expansion of tele- 
phone operations in Washington being planned. 
One of the major efforts in 1947 will be di- 
rected toward clearing up the more than 22,000 
held orders now on file. 

At the end of November, 1946, the company 
was serving 384,311 telephones in the District 
of Columbia, as compared to 365,143 in 1945, 
and over 527,600 telephones in the Washington 
metropolitan exchange area as compared to 


491,387 in 1945. 


Jennings to Promote Gas Kitchens 


PPOINTMENT of Norval D. Jennings of 

Greenwich, Connecticut, as assistant direc- 
tor of the New Freedom Gas Kitchen Bureau 
of the American Gas Association has been an- 
nounced by H. Carl Wolf, managing director 
of the association. He will assist H. Vinton 
Potter, director of the bureau, in the national 
promotion of modern all-gas kitchen units. 


Rugged Duty Light Bulbs 


A FOUR-PAGE illustrated bulletin, No. 103, 
describing four types of light bulbs espe- 
cially designed for rugged-duty service has 
been issued by Lustra Corporation of America, 
40 West 25th street, New York 10, New York. 
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Vibration service lamps with all- flexible con- 
struction, rough service lamps with flexible 12- 
anchor filament mounts, and milltype lamps 
with all-wire shock-absorbing filament supports 
and other rugged-duty features, are said to 
assure continuously efficient service in applica- 
tions ordinarily destructive to standard type 
lamps. Traffic signal lamps are included in the 
bulletin and featured for commercial and in- 
dustrial use in view of their extra- rugged con- 
struction for continuous “on-off” 24-hour 
service, 


Atlanta Gas Light Plans 
Expansion Program 


E XPANSION in the amount of 50 million cubic 
feet of natural gas available daily to con- 
sumers through projected services is being 
planned by the Atlanta Gas Light Company. 

Describing the expansion, R. G. Taber, presi- 
dent of the Atlanta Gas Light Company, said 
he felt the sharp increase to be due to lower 
rates, the rise of coal prices following the re- 
cent coal strike, the ease of gas heating for 
consumers, and the improvements in gas out- 
lets, and their availability. 


New Catalog Offers 
Combined Services 

OMPLETE materials handling service, 
brought about by the uniting of Hewitt 
Rubber Company of Buffalo and Robins Con- 
veyors of Passaic, New Jersey, is announced 
in the new catalog recently published by the 
Hewitt Rubber Company. Copies are avail- 

able by writing to the manufacturer. 

The booklet interestingly illustrates the 
many applications of materials handling 
equipment with conveyor belting systems. 
Utilities may be particularly interested in the 
coal conveyor belting applications possible 
under this manufacturing alliance. 


G-E Appointments 


W. GILMoreE has been appointed manager 

¢ of a new General Electric wire and cable 
division, H. L. Andrews, vice president in 
charge of the company’s appliance and mer- 
chandise department, has announced. 

The new division is a consolidation of the 
former York (Pennsylvania) wire and cable 
division and the Bridgeport wire and cable 
division, 

Mr. Gilmore has named the following men 
to assist him in the new division: M. H. Owen 
as manager of the York sales section; A. E. 
Newman as manager of the Bridgeport sales 
section; C, O. Hull as engineer; S. T. Powell 
as manager of manufacturing; and A. Hillman 
as accountant. 

D. E. Craig has been appointed manager 
sales of General Electric’s unit substation sec- 
tion, unit equipment division, it was announced 
recently by M. B. Elliott, manager of the unit 
equipment division. 

Mr. Craig began substation work with a sub- 
station construction and testing crew at the 


Northern States Power Company. In 1934 he 
entered the employ of the Municipal Light De- 
partment of Sioux Falls, South Dakota, be- 
coming assistant chief engineer. In 1936, Mr. 
Craig joined the General Electric Company, 
working first on test, later in the distribution 
systems division, and then in the contractor 
section. 

For the past eight years Mr. Craig has had 
important commercial assignments in the estab- 
lishment and promotion of a line of unit sub- 
stations, which well qualifies him for this 
appointment, 


$23,751,550 Program Planned 

ANHANDLE EASTERN Pipe LINE COMPANY 

has been authorized to construct additions 
to its Texas-to- Michigan natural gas pipe line 
system. These additions are estimated to cost 
$23,751,550 and to increase the delivery capac- 
ity of the system from 393,000,000 cubic feet 
daily to 473,000,000 cubic feet. Construction is 
scheduled to commence in 1947. 

The facilities authorized include a field com- 
pressor station of 5000-HP capacity in Hans- 
ford county, Texas, the addition of 9400-HP 
compressor capacity to existing stations, an 
aggregate of 292 miles of 26- inch third loop 
line, about 65 miles of 26-inch loop line and 
about 34 miles of 18-inch loop line paralleling 
existing lines, 5 lateral lines to Michigan com- 
munities, river crossings, valve and pipe changes 
at compressor stations on the main lines, and 
appurtenant equipment. 


Indiana Bell Tel. Proposes 
$50,000,000 Expansion 


URING the next three years, Indiana Bell 

Telephone Company plans to spend $50,- 
000,000 expanding and improving its telephone 
service throughout the state, William A. 
Hughes, president, announced recently. 

The program, largest ever undertaken by 
the company, is in addition to nearly $8,000,- 
000 spent during 1946 for service extension and 
improvement. 

The three-year program calls for the instal- 
lation of dial telephone service in several cities 
and towns in the state. Additional building 
space to house new equipment will be con- 
structed in many cities. 


New Aerotec Switch 


ye ArrotEc CoMPANY has announced, 
through its national distributors, The 
Thermix Corporation of Greenwich, Connecti- 
cut, a new line of pressure switches for con- 
trol of automatic gas, oil, or coal fired steam 
boilers. This series is also available for use on 
air and refrigeration compressors and pumps. 

Pressure range on the H-701, first in this 
series, is from 1 to 10 lbs. with a differential 
of from 1 to 5 Ibs. 

Also available are ranges up to 300 Ibs. and 
differentials of from 1 to 80 Ibs., with Micro- 
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Put it Out with GRINNELL MULSIFYRE 


When such a seemingly unimportant item asa _ into a liquid which is incapable of burning -— 
bushing failed —a transformer in an impor- the fire is extinguished in a few seconds-reigni- 
tant sub-station was enveloped in blazing oil. tion is prevented. 
Hose streams boas inadequate to cope with There is absolutely no conductivity along the 
the situation. 9 tothousands = discharge of a Mulsifyre projector when spray 
of dollars before the fire was controlled. strikes conductors carrying high voltages. Mul- 
Time and again it has been proved that the sifyre Systems are permanently installed — are 
unusual nature of oil fires in transformers and constantly on guard when operated automati- 
other electrical equipment calls for more than cally - or may be operated manually, 
old-fashioned fire-fighting methods. It requires 
the positive protection of a Grinnell Mulsifyre 
System — engineered to kill such fires fast. 





Recommended by Underwriters’ Laboratories 
for use in extinguishing fires in flammable oils 

Grinnell Mulsifyre Systems have gained wide immiscible in water, wherever such oil is a fire 
acceptance on a proved effective principle~ in hazard-in transformers and other oil-filled 

which blazing electrical equipment. 

oil is emulsified Don’t wait for fire to strike. Provide this 
with a driving 24-hour-a-day protection for your equipment 
spray of water. from now on. Grinnell engineers will help you 
The oilisturned _ plan protection for your specific needs. 


GRINNELL 8S COMPANY 


Executive Offices: Providence 1, R. I. 
Branch warehouses in Principal Cities 
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Chen Your Penn -Un 
--- you'll find what you 


need in the complete line 


The wide variety offered in the 
Penn-Union catalog includes: 
Grounding connectors, clamps, 
studs for all combinations of pipe, 
rod, flat bar, braid, tubing. Every 
one a thoroughly tested, dependa- 
ble unit of protection for per- 
sonnel and equipment .. . of 
ample capacity, high mechanical 
strength, and resistant to corro- 
sion. 

Penn-Union also makes the 
complete line of Service Connec- 
tors, Power Connectors, Tees and 
Cable Taps, Straight and Parallel 
Connectors, Terminal Lugs, etc. 
Penn-Union fittings are the first 
choice of leading utilities and elec- 
trical manufacturers—because of 
their known dependability. 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. Sold by Keating Waeheate Wholesalers 





PENN- -UNION 


CONDUCTOR FIirTinGcs 
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Switch contact arrangements of normally off 
and normally on. The H-700 will handle any 
liquid or gas not injurious to brass. 


Natural Gas Services Planning 
Heavy Construction 


| cage \LE expansion of natural gas services 
was pictured by the Federal Power Com- 
mission in a report on new authorizations be- 
tween July 1, 1945, and September 30, 1946. 

The authorizations cover construction in 
eighteen states scheduled to provide more than 
a billion feet of additional natural gas daily to 
71 large cities and scores of smaller communi- 
ties. 

The projects involve 4,465 miles of new pipe- 
lines and installation of 276,535 compressor 
horsepower. 

The FPC cited the inc reasing availability of 
gas fired house heating units as one cause of 
“unprecendented demand” for natural gas. lt 
said another was its own activity in “bringing 
about reductions in wholesale rates of inter- 
state pipeline companies.” 


Indiana Gas & Water Climaxes 
Extensive Program 


By IMAXING an extensive remodeling and ex- 
pansion program throughout the state of 
Indiana, the Indiana Gas & Water Company, 
Inc., recently moved into its new general office 
building at 1630 North Meridian street, In- 
dianapolis, 

Since the organization of the utility, late in 
1945, which serves 60 communities outside of 
Indianapolis, thirteen of the fifteen district 
offices have moved into either new buildings or 
existing structures completely remodeled. 

\s of November Ist, the Indiana Gas & 
Water Co., Inc. was serving 64,953 gas cus- 
tomers and 30,436 water customers. Operating 
territory extends northward from New Albany 
and Jeffersonville on the Ohio river to Hunt- 
ington, 

Extensive service improvements have been 
planned and many are completed ; 34 miles of 
six-inch, high pressure transmission lines have 
been laid, and 22 miles of eight-inch is now 
under construction between Bloomington and 
Bed ford. 

Officers of the company are: L. B. Schiesz, 
president ; Paul Stark, vice president; Fred W. 
Dopke, vice president ; and E. B, Smith, secre- 
tary. 


$50,000 Program Underway 


S" THWEST BELL TELEPHONE COMPANY has 
underway a $50,000 expansion program for 
improvement of service to West Memphis, 
Arkansas. 

Six new long distance circuits have been set 
up between West Memphis and Memphis to 
remedy the shortage of lines connecting the 
two cities and a seventh is expected to be in- 
stalled. The new lines represent an increase of 
about 50 per cent. 
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ON THE JOB QUICK 


INTERNATIONAL TRUCKS get on the job 
quick when public utility repairs and re- 
placements are to be made. And an Inter- 
national of the right size and carrying 
capacity is available for every utility job. 
Here’s why: 

The International Truck Line is a com- 
plete line, providing trucks of all sizes, 
from agile half-ton pick-up trucks to giant 
6-wheelers. 

And Internationals are trucks all the way 
through. In no single way are they passen- 
ger car adaptations. They are designed as 
trucks, engineered as trucks, and built as 
trucks to furnish truck service. 


INTERNATIONAL | 


This all-truck construction is one reason 
for International’s unmatched record —a 
record of more heavy-duty Internationals 
purchased for commercial use in the last 
15 years than any other make. 


Another reason for International’s pre- 
dominance is International Truck Service 
—furnished by a network of International 
Truck Dealers and a system of Interna- 
tional Truck Branches that form the na- 
tion’s largest company-owned truck-service 
organization. 

(3 
INTERNATIONAL HARVESTER COMPANY a 


180 North Michigan Ave. Chicago 1, Illinois 








Trucks 
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Gorge Station with newest exten- 
sion indicated by dotted line. 


Details of the new Radiant Boiler 
for Gorge Station of Ohio Edison 
c Maxi Cont 








Steom Capacity—450,000 Ib. per hr. 
at 925 psi and 900 F. Boiler will be 
fired by three B&W Pulverizers, 
each feeding three circular type 
burners. 
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It’s an old story —but a good one to 


remember when considering new steam- 
generating equipment for your power 
plant: how, over and over, the perform- 
ance of one B&W Boiler has sold 
another. 

One of the recent examples is that of 
the Ohio Edison Company: 

A 450,000 Ib. per hr. B&W Radiant 
Boiler went into service at the com- 
pany’s Gorge Station, Akron, Ohio, in 
the summer of 1943. Recent semi-annual 
inspection showed the boiler and fur- 
nace to be exceptionally clean—yet the 
coal used had been of much poorer 
quality than that on which the boiler’s 
expected performance had been based. 


Very low total concentrations in the 





Water-Tube Boilers, for Stotioncry Power Plants, for 
Marine Service . . . Wi Furnaces . . . 
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boiler water are carried with no internal 
treatment and the steam leaving the 
boiler contains only 0.1 p.p.m. 

Final steam 
tained at 900 F at steam loads of 275,000 
— 450,000 Ib. per hr. by bypassing gases 


temperature is main- 


around the superheater. Another Ra- 
diant Boiler is in service at Ohio Edison’s 
steam -electric generating plant at To- 
ronto, Ohio, and the company recently 
came back to B&W for still another 
Radiant Boiler. 

Past performance has been a strongly 
influential factor in many other repeat 
orders in B&W files—orders from util- 
ities, from industrial power plants, from 
users of steam-generating equipment 


in every industry. 
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helps to healthy future 


e FOR YOU 
e FOR YOUR COMPANY 
e FOR AMERICA 


THIS TIME IT’S FOR YOU— OFFICIAL APPOINTMENT— 


A booklet for em- The person ap- 
ployees. Explains pointed Savings 
howthe payroll Bond Officer for 
savingsplan_ his organization 
works... goalsto is entitled to dis- 
save for. play this certifi- 
cate of identification. 














OFFICIAL COMMENDATION— THE PEACETIME PAYROLL 
A certificate of SAVINGS PLAN— 


commendation by A booklet for key exec- 
the U.S. Treasury utives. Contains helpful 
foreverycompany suggestions on the con- fi 
operating the pay- duct of your payroll 
roll savings plan. savings plan. 
You can display it proudly. 

















F you're not already using these helps to a healthy future, get in touch 
with your State Director of the Treasury Department Savings Bonds Di- 
vision. Keep up your payroll savings plan. It builds security for alll 


The Treasury Department acknowledges with appreciation the publication of this message by 


Public Utilities Fortnightly 


ane is an official U. S. Treasury advertisement prepared under the auspices of the 
Treasury Department and Advertising Counci 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. > > . 





Tae American Arppraisat Company 
ORIGINAL COST STUDIES e VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS . 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 











DAY & ZIMMERMANN, INC. 
. ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
| BUtterfield 8-2600 


g£¢ Ford, Bacon & Davis 


BaD VALUATIONS Engineers ar aa 


REPORTS 
NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 

















GILBERT ASSOCIATES, Inc. 


SPECIALISTS 








mae 9 POWER ENGINEERING SINCE 1906 - 
Steam, Electric, Gas, Hydro, Purchasing and Expediting, 
Designs and Construction, Serving Utilities and Industrials ee ee 


Operating Betterments, 
Inspections and Surveys, Reading ° Philadelphia Original Cost Accounting, 


Feed Water Treatment. Washington © New York Accident Prevention. 








FREDERIC R. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville San Francisco Houston 














(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 


conuucion He A, KULJIAN & COMPANY  reiserion 


Engineers 
Public Utilities and Industrials. 


Los Angeles 13 PHILADELPHIA 2 New York 6 


a 


WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 




















Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 


J. H. MANNING & COMPANY: 


120 Broadway, New York 








ENGINEERS 
Business Studies Purchase—Sales Valuations 
New Projects Management Reerganizations 
Censulting Engineering Mergers 


Public Utility Affairs including Integration 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 


DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 


231 S. LA SALLE ST., CHICAGO (4). ILL. 


SANDERSON & PORTER 
ENGINEERS S&P 


AND 
CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
UVtilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 











Mention the FortNIGHTLY—/t identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





80 BROAD STREET 


The J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 
NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
c iting Engi s 
Water, Sewage and industrial Waste Problems 


Alrfields, Refuse Incinerators, industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


1520 LOCUST STREET PHILADELPHIA 2 














DESIGN, CONSTRUCTION 


231 S. LaSauze Sr., 


LUCAS & LUICK 


ENGINEERS 


OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 





SUPERVISION, 


CrHicaco 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Apprsissis, investigetions end re 
ports. design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


HypRAULIC STRUCTURES 


ROBERT T. REGESTER 


Consulting Engineer 


FLoop Contro: — Water Works 
Baltimore Life Bldg. Baltimore 1, Md. 


— Utumes 








EARL L. CARTER 


Consulting Engineer 


EGISTERED IN INDIANA, NEW YORK, OHIO, 
ENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Pablic Utility Valuations, Reports aud 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 





537 SoutH Dgarsorn St. 


A. S. SCHULMAN ELEctric Co. 
Contractors 


TRANSMISSION LiNES—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


Cxicaco 











W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 
55 Liberty Street New York 








CHICAGO 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


Appraisals — Reports 
Operating — Financial — Plant 








ae 








JACKSON & MORELAND 
ENGINEERS 
PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 


OESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








ad 





ENGINEER 


VALUATION, DEPRECIATION 
MATTERS 


MANFRED K. TOEPPEN 


CONSULTATION — INVESTIGATION — Reports 
MARKET AND MANAGEMENT Surveys 


261 Broadway New York 7, N. Y. 


a 


AND RatTE 











JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
_. im connection with a 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








may be obtained at very re 
Kindly address inquiries to: 








Representation in this Professional Directory 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington 4, D. C. 


asonable rates. 











Mention the Fortnicut_y—It identifies your inquiry 
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ence. Their products and services cover a wide range of utility needs. 
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«i,-PUBLIC UTILITIES: 


4 save money with trucks 
. that fit your job! 


@ In buying new equipment, it will pay you to economy — with your loads, over your roads! 
consider carefully a truck that will fit your job. 

With its wide range of 175 ‘“‘Job-Rated”’ chassis 
With a “Job-Rated’’ truck—you get time- models— Dodge can best fit your job—save you 

. >? 

proven economy and dependable performance— money. 
day after day, year after year! 

Ask any Dodge owner how well he’s satisfied 
And naturally, ‘‘Job-Raied’”’ trucks last longer! with the economy, performance and long life of 

his Dodge ‘‘Job-Rated”’ truek—and you'll need 
4 . > , yey *8 y- » ”9 ale r va . 
Yes, when you buy a“ Job-Rated” truck, you have no further urging to see your Dodge dealer 
assurance that it will have ‘“Job-Rated’’ engine about a “Job-Rated” truck to fit your job! 
power ...that every other unit—such as clutch, 






transmission, and brakes—will be engineered 


and built for “‘top’’ performance and maximum 


DODGE 24¢-22d' TRUCKS oe: 








MERCOID CONTROLS 


TEMPERATURE ¥ PRESSURE * LIQUID LEVEL ¥ ETC. 








“INDUS TRIALCO 


Mercury switches are used exclusively in all Mercoid 
Controls. % They insure more dependable control 
performance, and longer control life. 4 Write for 
Catalog N° GOOA, for complete information 


THE MERCOID CORPORATION * 4201 BELMONT AVE., CHICAGO. 4], ILL 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





